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Italy to sell 
tranche 
of Eni shares 

The Italian Treasury has launched its biggest 
flotation this year with the sale of a third 
tranche of shares in state-controlled oil and gas 
group Eni. The deal is worth about LlO.OOObn 
($5-86bn) . The Treasury plans to seQ lbn Eni 
shares, or 12.5 per cent of the company's equity, 
worth about L8,700bn at current prices. The gov- 
ernment said it might sell more shares if 
demand for the issue singed, but would retain 
control of the company. Page 16 

Gazprom and Israel In taUcs: Israel and 
Russia’s natural gas giant Gazprom are pushing 
forward with talks an a plan to construct a nat- 
ural gas pipeline between Russia and Israel 
which could supply the Jewish state with up to 
$500m of gas annually. Page 5 

Promotion* cancelled: DaWchi Kangyo 
Bank, Japan’s second largest commercial lender, 
has cancelled the promotions of its prospective 
new president, Ichiro Fajita, and chairman 
Yoshiharu Maid. Page 16 

Merge r on course: Aerospatiale, the French 
state-owned aircraft, space and defence group, 
says its planned merger with Dassault Aviation 
would go ahead In spite of the election of a 
Socialist-led government Page 17 

Unknown Brazilian wins French Open 

Unknown and 
unseeded Gustavo 
Kuerten, 20, became 
the first Brazilian ever 
to win a men’s singles 
tide at a Grand Slam 
tournament when he 
defeated twice-cham- 
pion Sergi Bruguera of 
Spain 6-3, 6-4, 6-2 In a 
dramatic French Open 
final. *T didn’t expert 
this to happen.” said 
Kuerten, pictured, who beat defending cham- 
pion Yevgeny Kafelnikov and 1995 winner 
Thomas Muster on the way to the final. 

ABB efficiency drive: The Swiss-Swedish 
engineering group Is to shed thousands of jobs 
in western Europe over the next five years to 
increase efficiency, cut coats and spread its 
manufa cturing around the world. Page 17 

Brass*!* opposes German mowThe 

European Commission has expressed concern 
that a proposed German amendment to the EIPs 
founding treaty would distort hanking competi- 
tion and make it harder to apply rules on state 
aid to public sector banks. Page 2 

New IBM mainframe: IBM launches anew 
generation of G4 mainframe computers, built cm 
low-cost chips, which it hopes will give a new 
lease of life to its flagship products. Page 17 

Swiss referendum result: Swis? voters 
overwhelmingly rejected a proposal to ban arms 
exports and decided the government did not 
need the citizens' permission to hold talks on 
joining the European Union. 

Page 3 



Romania seeks Inv e s to rs: Romania is to 
bring in legislation to stimulate foreign invest- 
ment and allow foreign portfolio investment for 
the first time. Page 2 

World cup: Scotland beat Belarus 1-0 in their 
World Cup qualifier. Bulgaria beat Luxembourg 
•1-0, Sweden defeated Estonia 3-2 and Austria 
beat Latvia 3-1. 

European Monetary System: The Italian 
lira was the biggest gainer from the weakness of 
the German D-Mark and the French franc last 
week. The franc remained anchored to the floor 

of the ERM grid, but the lira gained over half a 

per cent against its central exchange rate. 

Page 24 
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The chart shorn the member currenc ies of the ^ 
exthanpe rate mechanism measured agatnst the 
weakest currency in the system Most of the 

currencies are permitted to fluctuate vnwm IS per 
cent of agreed central rates against the other 
members of the mechanism. Ha exceptions are 
the D-Mark and the guilder which move m a zzs 
per cent beaut 
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France signals doubts over Emu 


By Lionel Barber in Luxembowp 

European leaders were stru g glin g 
last night to keep their single cur- 
rency and next week's Amsterdam 
summit on course after the new 
French government signalled second 
thoughts on both projects. 

The first test to what could be a 
fateful week comes today in Luxem- 
bourg, where European Union 
finance ministers are reviewing the 
budget stability pact for monetary 
union, amid signals from the leftwing 
government In France that it will 
press for more em phraig cm growth 
and employment. 

In a further sign of trouble ahead, 
Mr Lionel Jospin, the new Socialist 
prime minister, indicated his 
coalition government will not be 
rushed into mgnfng an agreement at 
the Amsterdam summit in a week, 
despite the earlier commitment from 
President Jacques Chirac. 


Amsterdam summit set for clash on Maastricht 


Uncertainty over French policy has 
provoked alar m in other capitals 
because it coincides with a weaken- 
ing of the authority of Chancellor 
Helmut Kohl's government in Bonn 
and renewed doubts about Germany's 
ability to meet the Maastricht treaty 
deficit criterion of 3 per cent of gross 
domestic product 

These doubts stem from the col- 
lapse of plans to revalue the Bundes- 
bank's gold reserves in 1997 to meet 
the deficit target and infighting in 
the centre-right coalition over the 
1998 budget 

The Dutch presidency will renew 
its diplomatic drive tomorrow with a 
visit to Paris by Mr Wim Kok, prime 
minister, to resolve differences over 
the intergovernmental conference 
(IGC), which is reviewing the EU*s 


Cook doubts on single currency _~Page 6 
Editorial Comment and Observer Page 15 
Lex Page 16 


Maastricht treaty. On Friday, Mr 
Kohl meets Mr Jospin and President 
Chirac in Poitiers in what is likely to 
a critical Franco-German summit 

Several foreign ministries are sug- 
gesting that a crisis may be neces- 
sary to dear the air over Emu and 
the IGC, whose timely conclusion is 
necessary for the EU to begin prepa- 
rations for enlargement to central 
and eastern Europe. 

"One way or another, we are enter- 
ing a decisive period,” said an EU 
foreign minister attending the Euro- 
pean Socialist parties congress in 


Malxno. Sweden, at the weekend. 
Another senior EU diplomat agreed: 
“We may need a crisis to get to mone- 
tary union." 

Behind the scenes, efforts are 
under way to avoid a breach between 
Bonn and Paris over the stability 
pact which governs budgetary disci- 
pline in the future euro zone. 

EU leaders only agreed to the pact 
after marathon negotiations at a 
summit in Dublin six months ago 
which balanced German demands for 
near-automatic fines against fiscal 
delinquents with Anglo-French insdst- 
ance on discretion to apply sanctions. 

Mr Jospin - who says he a de te r- 
mined to stick to his election cam- 
paign promises - wants assurances 
that Emu's emphasis on price stabil- 
ity and budget discipline must be 


accompanied by provisions to co- 
ordinate social economic policies. 

Hr Jacques Delors, fanner presi- 
dent of the European Commissi on, 
acting as a broker, has put forward 
the idea of a protocol to the stability 
pact which would draw on references 
in the 1992 Maastricht treaty to eco- 
nomic policy coordination. “AH the 
treaty, and nothing but the treaty,” 
he said. 

The Dutch presidency and the 
European Commissian remain hqpe- 
ftd that a riiaah can be avoided today 
in Luxembourg, with m ini sters reaf- 
firming the HwmtahTe to launch the 
single currency on January 1. 1999. 

However, doubts are creeping in 
over the timetable for the IGC. One 
reason is that the French - with their 

lnniataiiiy qq chuses hi the 

jobs chapter and social policy - are 

m curin g In the cjp nnlta iHmrHnn fmm 

the negotiations which are lowering 
ambitions in smt 1 * of a wwnpiyfnte!. 



Record 
dollar bond 
issuance set 
to continue 


By Edward Luce 
In London * 

A record level of dollar bond 
issuance is expected to con- 
tinue over the next two weeks 
after a series of big ticket 
bond issues pushed total offer- 
tags to a new peak of more 
than S14bn last week. 

Large scale dollar-denomi- 
nated bonds are planned by 
the Russian Federation, Vene- 
zuela, and Cesp, the San Pau- 
lo-based electric i ty company, 
in the next couple of weeks. 

Bankers attributed the 
surge of dollar bond supply to 
the market's growing bullish- 
ness on US Inflation and con- 
cerns about the stability of 
Europe's stain currencies. 

"Investors are taking the 
view that the US Federal 
Reserve Is unlikely to raise 
Interest rates at the next 
meeting in July,” said one 
bond syndicate official. “Ibis 
has opened a window for bor- 
rowers to saturate the mar- 
ket” 

Among other jumbo bonds 
offered last week, Brazil, 
Toyota Credit the Asian 
Development Bank and Ford 
Motors Issued debt of USSllm 
or more. Other borrowers 
toduded the Cily of St Peters- 
burg n ™i the Republic of Mol- 
dova, both of which were tap- 
ping the international debt 
markets for the first time. 

Analysts say that borrow- 
ers' preference for bonds 
denominated in US dollars 


Continued an Page 16 
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Ahern makes bid 
to form coalition 

Inconclusive Irish election 
produces hung parliament 


Palestinian leader Yassir Arafat, 
left, met Egypt's president Hosnl 
Mubararic in Cabo to discuss how 
to break toe deadlocked Mid east 
peace process. Last night Israeli 
and PatestHan officials held the* 
first discussion for 11 weeks on 
resuming peace tafics frozen over 
a Jewish housing project in Jeru- 
salem. Report, Page 16 


Banks to set up 
global forex 
payment system 


By George Graham 
in London 

A group of leading 
international banks plans soon 
to set up a company to handle 
payments in the $L300bn a day 
foreign exchange mar ket. 

The Group of Twenty, which 
includes hanks from. Europe, 
the US, Canada and Japan, 
will meet in London next week 
and is expected to agree to 
incorporate, preparing for the 
creation over the next two 
years of a global settlement 
bank for forei gn exchange. 

The new venture could even- 
tually serve as a holding com- 
pany Dot only far the settle- 
ment hank, but also far other 
solutions to settling accounts 
in the foreign exchange mar- 
ket, such as netting systems. 

That would help to resolve 
an argument over whether it 
should be based in London or 
New York, since it coukl have 
one leg in each city. 

F inancial regulators last 
year gave banks a two-year 
deadline to come up with a 
solution to the problem of set- 
tlement risk in the foreign 
exchange market, often kn o w n 
as “Herstatt risk” , since the 
collapse of Germany’s Bank- 


haus Herstatt in 1974 with 
$620m of unresolved foreign 
exchange trades. 

Payment systems around the 
world are not all open at the 
amiB time end one bank may 
pay over bflhans of yen to a 
trading partner hours, or even 
days, before it receives the 
equivalent dollars in return. 

The G-20 has been working 
on a system which would 
ensure that both sides of a for- 
eign wdiange trade are com- 
pleted by simultaneously cred- 
iting and debiting the two 
banks' accounts, in a process 
they call “continuous link ed 
settlement”. 

But many «maiHpr hanks 

have been suspicions of the 
G-20 banks' motives, fearing 
that they intended to use the 
proposed settlement bank to 
increase their dominance in 
the foreign exchange Tnarkat. 

By setting up a company, 
the G-20 will create a mecha- 
nism which can allow smaller 
banks into the project 
“Once incorporated, yon can 
separate the complexity of 
project management, which 

Continued on Page 16 
New forex bank to cut risk. 
Page 4 


By John Murray Brown — •- 
in OubOn 

Mr Bertie Ahern, leader of the 
populist F ianna Ffiil pa rt y In 
the Irish Republic, was trying 
to form a 'government with 
other parties, last night after 
Friday's general election pro- 
duced an inconclusive result 

Mr John Bruton, prime min- 
ister in the Fine Gael-led “rain- 
bow coalition”, all but con- 
ceded defeat, acknowledging 
Mr Ahem hurl “a better nhano* 
of getting the majority when 
the Ddil [parliament] meets”. 

Under the republic's com- 
plex system of proportional 
representation the vote pro- 
duced a hung parliament with 
Fiarnia FSfl holding T7 seals, 
and its right-of-centre allies, 
the Progressive Democrats, 
four. That left the combined 
strength of the two parties two 
seats short of the 83 needed for 
a majority (excluding the 


The government fell wen 
short, with Mr Bruton’s Fine 
Gael on 54 seats, Labour 17 
and the Democratic Left four. 
There win be 10 independents 
including two Greens, and a 
member of Sinn Fan, the polit- 
ical wing of the Irish Republi- 
can Army. 

Tbe result underlined gains 
for both traditional large con- 
servative parties at the 
expense of smaller parties. 
Dublin voters who had backed 
the Labour party in 1992 
appeared to have reverted to 
Fianna Ffiil and Fine Gael. 
Labour and the Progressive 


CONTENTS 


Democrats blaxfied their poor 
showing on the presidential 
style of the campaign which 
had concentrated on the per- 
sonalities of Mr Ahem and Mr 
Bruton. 

' Fianna Ffiil officials last 
night expressed confidence 
that two of the independents - 
former party members - could 
be persu ad ed to support Mr 
Ahern’s nomination as prime 
minister. Mr Ahern <s m «i«n 
expect the backing of Mr 
Caoimhghin O’Caolaln, the 
lane Sinn FHn member of the 
DaiL who win be the party’s 
first member to take a seat in 
the Dfifl after the party aban- 
doned its abstentiouist policy 
in 19S& 

Mr Ahern said he would 
seek a meeting with Mr Gerry 
Adams, Sinn F££n president, 
before parliament meets, but 
he was emphatic that without 
an IRA ceasefire, he would not 
be courting Sinn F&n’s sup- 
port The last ceasefire ended 
just over a year ago with a 
bomb attack in the Docklands 
district of London. 

After a tense count which 
stretched over the weekend. 
Mr Dick Spring, leader of the 
Labour party and deputy pre- 
mier in the Bruton govern- 
ment. attacked media coverage 
of the campaign. He singled 
out the media groqp headed by 
Mr Tony O'Reilly after an eve- 
of-poU front page editorial in 
its Irish Independent newspa- 
per. 
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Ahem saddled with 
tough horse-trading 


PM in waiting will have to rely on three 
independents, says John Murray Brown 


M r Bertie Ahem win 
need all his skills 
as a former trade 
union negotiator in forging a 
new Irish government it as 
expected, he is endorsed as 
prime minister when the 
D&iL the Irish parliament, 
reconvenes on Jane 28. 

With no overall majority 
after Friday’s general elec- 
tion, the coalition between 
his Fianna Fail party and 
the small right-oS-ceutra Pro- 
gressive Democrats win need 
the hashing of at least three 
of a maverick band of inde- 
pendent deputies to form a 
government 

Ireland b as not had a sin- 
gle-party government since 
1977, and every one since 
1981 has required negotia- 
tion after polling was com- 
pleted. But with indepen- 
dents holding the balance of 
power, the horse-trading this 
time could be particularly 
tortuous. 

Mr Ahem at least has all 
the cards. Mr John Bruton, 
the oatgoing Fine Gael 
prime mini ster, acknowl- 
edged yesterday that Mr 
Ahem had enough suppor t 
to win the DdQ vote. * 
Meanwhile, Mr Fergus Fin- 
lay, Labour director of elec- 
tions, said it was time for 
Labour and the Democratic 
Left. Fine Gael's partners in 
the outgoing “Rainbow" gov- 
ernment, to rebuild their 
leftwing support with a spell 
in opposition. 

For the Progressive Demo- 
crats, the “tight embrace" of 
Fianna F dfl as one of their 
MPs described the electoral 
pact, may prove just as awk- 
ward in government An ear- 
lier Fianna Ffiil-PD coalition 
broke down in acrimony, 
t r iggeri ng the 1992 election 
that saw Fianna FAD go into 
government with Labour. 

Mr Tim Pat Coogan, the 
historian, said the very sur- 
vival of the PDs as a sepa- 
rate party could now be in 
question, given that all but 
one of their four MPs are 
former Fianna Fill minis- 
ters.. 

It is likely they will argue 
strenuously, as the Demo- 
cratic Left did in the last 
government for more than 
just one cabinet position, 
simply for the comfort of 
having a colleague as a wit- 
ness at the cabinet table. But 
the PDs will not be in a posi- 
tion to dictate terms in the 
negotiations on formation of 
the new government 
Less easy to predict is 
which of the independents 
Mr Ahem is likely to favour. 
The group comprises two 
Greens, one Sinn FSn and a 
number of single issue candi- 
dates including one fighting 
to retain unlicensed televi- 
sion stations in the west of 
Ireland. Their support will 
come at a price. 

Its an awkward choice. Mr 
Ahem can either formalise 
arrangements and bring the 
necessary independents into 
coalition or govern as a 
minority government, in the 
expectation that no single 
issue will unite the indepen- 
dents to defeat the govern- 
ment. Mr Ahem has indi- 
cated his own preference is 
for a minority government. 
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Election result 


For m overaff majority 83 tsneededa&ana member la Speaker 
Oa8:166 seats . .. . v' , 



Vldi 466 seats counted 


ShiMll 


He was involved in the nego- 
tiations for the short-lived 
1982 Haughey government, 
which was sustained by sup- 
port from the Independent 
Tony Gregory and the Work- 
ers’ party. 

One possibility would be 
to bring in the two Greens, 
and one other. Some ana- 
lysts believe Fianna Fill 
could accommodate some 
Green policies fairly pain- 
lessly while paying lip ser- 
vice to larger ambitions such 
as pressing the British to 
close the SeUafield nuclear 
plant across the Irish Sea. 
Bat the Greens are said to be 
closer to Fine Gael and 
Labour. 

Two of the independents - 
Mr Jackie Healy-Rae in 
Kerry South and Mr Harry 
Blaney in Donegal 
North-East - would be for- 
mer Fianna Fdil officials. 
They could be expected to 
merge back into the party. 

One idea being canvassed 
yesterday was that Fianna 
F6il would bring in an. inde- 
pendent bloc comprising Mr 
Healy-Rae, Mr Blaney and 
Mr Caoimhghin O'Caolain in 
Cavan Monaghan. Mr O'Cao- 
lain will be the first Sinn 
Ffefcn MP to take his seat in 
the Dail since the party 
aban d oned its abstentionist 
policy in 1986. 

Mr Ahem has publicly 
stated he would not enter a 
formal coalition with Sinn 
Fdin without a ceasefire by 
the IRA, Sinn Fein's military 
wing. But Mr Ahem said 
yesterday he would be seek- 
ing a meeting with Mr Gerry 
Ad a m s. Sinn F&in president, 
before the vote on June 26. ■ 

Northern. Ireland unionists 
yesterday expressed disap- 
pointment at Mr Bruton’s 


defeat. Mr John Taylor, dep- 
uty leader of the Ulster 
Unionists, warned of a 
return of “pan-nationahsm" , 
given Mr Ahern's reliance an 
“three or four Independents, 
all of whom are closely iden- 
tified with extreme Republi- 
canism". 

Any move to give conces- 
sions to republicans on 
Northern Ireland policy also 
risks alienating the PDs, 
who originally broke away 
from Fianna FSB in protest 
at its opposition to the 
Anglo-Irish Agreement of 
1985, which enshrined a role 
for Dublin in Northern 
Ireland. 

Whatever option taken, Mr 
Ahem will want to resolve 
the issue swiftly, to free his 
hand to address the issues, 
the most pressing being 
Northern Ireland peace. 

The one route nobody is 
seriously mentioning at this 
stage is a repeat of the coali- 
tion between Fianna Fdil 
and Labour, whose break-up 
in 1394 paved the way for the 
Rainbow. 

At his party’s annual con- 
ference, Mr Dick Spring, 
Labour leader, was careful to 
say he would not recom- 
mend going bade into gov- 
ernment with Fianna FAQ. 

But Mr Michael Laver, pro- 
fessor of political science at 
Trinity College in Dublin, 
believes in the event of a 
“hung hung parliament” 
Labour may argue that it 
would be in the “national 
interest” to revisit their 
unhappy 1992-94 cpalition. 

The Irish Congress of 
Trade Unions, a powerful 
influence on Labour, indi- 
cated even before the elec- 
tion that this would be its 
most favoured outcome. 


Chirac adopts role as ‘guardian’ 


By Andrew Jackin Uto 
and David Owen in Paris 


President Jacques Chirac 
has promised to be a guard- 
ian of the country’s institu- 
tions, values and status 
within a unified Europe, 
undo* the cohabitation with 
France’s sew Socialist-led 
g ov e rnm ent. 

In his first public appear- 
ance since the defeat of his 
centre-right Gaullist move- 
mart on June l, Mr Chirac 
said his duty was to ensure 
the preservation of “Republi- 
can values”, including equal- 
ity of opportunity, solidarity, 
and the country’s social 
security system. 


Speaking at a time when 
the European policy of the 
new government of Mr Lio- 
nel Jospin, the prime minis- 
ter, remains a subject of 
uncertainty and concert the 
French president said he 
wanted to preserve the sta- 
tus negotiated by France in 
Europe over the past 40 
years, and to push farther 
towards creation of a 
"united, strong and just" 
Europe. 

He said he would fight 
throughout the world to 
ensure France maintained 
its postion. assured its secu- 
rity, affirmed its influence 
and developed its share of 
wold markets. 


The president wanted to 
ensure the country passed 
smoothly into an era of high 
technology in. order to create 
growth and fall exnployment. 

Addressing the 35th 
annual congress of the 

Mutuality Franchise, a pow- 
erful federation of mutual 
insurance groups, Mr Chirac 
appeared statesman-like 
but uncharacteristically 
sombre. 

Commenting on the presi- 
dent's statement. Mr Jospin 
told Le Journal da 
Dimanrhe, a Sunday news- 
paper. that Mr Chirac was 
“saying exactly what the 
constitution says” by indic- 
ating he would be guardian 


of the country’s institutions. 
He pledged that he too 
would act “within the frame- 
work of the cons tit ution”. 

In an interview published 
alter a meeting an Saturday 
with Mr Jean-Luc Dehaene. 
the Belgian prime minister, 
Mr Jospin appeared to edge 
away from direct confronta- 
tion with Renault, the 
French carmaker, over its 
controversial decision to 
dose a Belgian factory with 
the loss of 3400 jobs. 

He said that the move was 
“the company’s responsibil- 
ity*. “Today. I am finding 
the dossier is very 
advanced," he said . “I am 
therefore doing my best to 


look at what can be done ” 

The government’s position 
may be made dear at the 
company’s general share- 
holders’ meeting tomorrow 
The French state owns 46 
per cent of Renault’s shares 
and has five out of 14 board 
members. 

Meanwhile. Ms Dominique 
Voynet, environment minis- 
ter, said she had been given 
the go-ahead by Mr Jospin to 
scrap the controversial 
Rhine-Rhdne canal project 
Ms Voynet the sole Green 
member of the Jospin gov- 
ernment said the decision to 
cancel wns irrevocable. 
Flaws disfigure France’s 
pyramid. Page 7 


Federation of health insurance is lobbying hard against any reforms 


French mutuals show staying power 


By Andrew Jack in Lifle 


The Grand Palais in T.rn*» is sealed 
off from the rest of the city on a 
traffic island encircled by busy 
roads. President Jacques Chirac 
could not have chosen a more appro- 
priate venue for his first public 
appearance since he was isolated by 
the defeat of his centre-right party 
last weds. 

It was an equally suitable place to 
hold the 35th congress of the Mutu- 
ahte Franpaise, a federation which 
regroups nearly 6,000 health insur- 
ance mutuals, and has been shielded 
by successive governments from the 
co mpe t iti ve press u res of commercial 
ins ur ers as well as European legisla- 
tion. 

President Chirac agreed to address 


the congress long before he was 
forced to add last-minute remarks 
about bis role daring cohabitation 
with the country’s new socialist gov- 
ernment. 

It was no surprise that President 
Chirac decided to attend the rinsing 
session, even though two senior 
socialist politicians MS Martine 
Aohry and Mr Bernard Konchner - 
cancelled their promised appear- 
ances after their nomination to the 
new gover nm ent last week. 

The Mutuahfe represents a power- 
ful political lobby, providing 
“top-up” health cover beyond the 
level offered by the state social secu- 
rity system for 30m French public 
and private sector employees. 

Francois Mitterrand, the late 
French president, assiduously 


attended their gatherings and Mr 
Jean-Ptecre Davant, head of the fed- 
eration. was among the first to be 
granted a meeting with the newly- 
elected Jacques Chirac in 1935. 

In search of allies. President Chi- 
rac also found comfort in the Mutu- 
ality, which to have master- 

minded the social security reforms 

lflwnnhflrt muter Mr Alain Jupp6, the 

former prime minister. 

At tiie same time, the Mutuality 
has the ability to find allies of all 
political colours, not only because of 
Its size and diversity, but also 
because it appeals to the republican 
value of “solidarity” without adding 
a burden to taxpayers. 

The Mutuality is a keen advocate 
of a universal health insurance 
scheme to cover the estimated 


100,000 to 300,000 French citizens 
currently without protection. 

At the same time, it has proved 
resistant to calls for its own reform. 
The French Insurers* Federation, 
representing commercial insurers, 
has long lobbied government and 
even resorted to the European Court 
in its battle to introduce a "level 
playing field”. 

It argues that the mutuals have a 
number of tax advantages - inclu- 
ding exemption from local business 
rates. It also wants greater transpar- 
ency in the accounting of the Mutu- 
ality — demanded by the EU - to 
reveal bow profitable the federation 
is, and how far there are cross-subsi- 
dies between its insurance activities 
and the network of pharmacies and 
clinics it has established. 


Romania eases path for investors 


By Kevin Done and Anaftol 
Lieven in Bucharest 


Romania is to bring into 
force later this week legisla- 
tion to stimulate foreign 
investment arid to allow for 
the first time foreign portfo- 
lio investment in the rapidly 
growing stock market 

The government overcame 
concerns at the weekend 
wi thin the centre-right coali- 
tion about the dangers posed 
by speculative short-term 
capital Inflows, and is 
introducing a relatively lib- 
eral regime which will 
include a basic 4 per cent 
capital gains tax for foreign 
portfolio investments. 

The law, which will come 
into operation initially as an 
emergency ordinance until it 
gains expected parliamen- 
tary approval later this year, 
legalises foreign portfolio 
investment formally in 
Romania for the first time 
and allows the free repatria- 


tion of principal, capital 
gains and interest 

To encourage investors to 
make a long-term commit- 
ment the government will 
also impose an additional 
penalty tax on capital gains 
repatriated in less than a 
year. Ibis will be charged at 
the rate of 0J, per cent per 
day for the remainder of the 
year on capital gains 
amounting to mare than 25 
per cent of the principal 
invested. 

Western investment bank- 
ers said at the weekend that 
the ra pf tal gains tax re gime 
should sthl prove attractive 
to foreign investors, and 
forecast that hedge funds 
and emerg in g markets funds 
could channel several hun- 
dred million dollars into the 
fledgling Romanian market 

The foreign investment 
law is the latest move in the 
far-reaching reform pro- 
gramme launched by the 
government of Mr Victor 


Ciorbea, prime minister, dur- 
ing the past six months. This 
lias included steps to liberal- 
ise prices and the foreign 
exchange market, to acceler- 
ate privatisation, restructure 
industry agriculture and 
drastically cut the budget 
deficit 

Mr Ulm Spineann, minis- 
ter for reform , said the for- 
eign investment law, was 
one of the most attractive in 
the whole of central and east 
Europe. It includes a range 
of incentives for foreign 
direct investment in green- 
field site operations and for 
the acquisition of state- 
owned companies. Addi- 
tional incentives are to be 
announced later in the sum- 
mer for attracting invest- 
ments to special economic 
zones in declining re g io ns . 

Under the new law green- 
field investments of more 
than S5m win pay a profit 
tax of only 15 per cent rather 
than the general rate of 38 


per cent for up to seven 
years, and imports of plant 
and equipment will not be 
liable to customs duty. 
Duties on raw materials and 
components imports will be 
halved for up to five years. 

The exact period for which 
incentives will be available 
will depend on bow inves- 
tors’ projects meet criteria 
for investing in deprived 
areas, environmental and 
infrastructure improvement 
and export promotion. 

The Romanian Develop- 
ment Agency said foreign 
direct investment in 1997 
was expected to total 
between $1.5bn and Sl.Tbn 
exceeding the cumulative 
investment made since the 
collapse of communism 'in 
1989 to 1996- Foreign direct 
investment was (270m in the 
first iVt months. 

Mr Spineanu said privati- 
sation of the first two state 
banks, the Romanian Devel- 
opment Bank and Banc Post, 


should be completed by 
March, and the government 
was assessing tenders for the 
appointment of financial 
advisers for the landmark 
privatisation of a 30 per cent 
stake in Romtelerotn. the 
telecommunications utility 
in a deal that could be worth 
between Slbn and $l-5bn. 

The fledgling stock market 
is expanding rapidly, 
although it is still marked by 
poor liquidity and volatile 
prices. The Bucharest stock 
market, launched in Novem- 
ber 1995 with seven stories, 
achieved a higher trading 
volume on one day in April 
than in the whole of 1996. 

Some 40 stocks are now 
traded and this is expected 
to rise to between 70 and 80 
by the end of the year. The 
combined index fur the Buc- 
harest stock exchange and 
the Rasdaq over-the-counter 
market rose by 73 per cent in 
US dollar terms in the three 
months to the end of May. 


German banking move opposed in Brussels 


By Andrew Ftsher 
in Frankfurt 


The European Commission 
has expressed concern that a 
proposed German amend- 
ment to the European 
Union’s founding treaty 
would distort banking com- 
petition onri pinkA it harder 
to apply roles cm state aid to 
public sector banks. 

A paper drawn up by the 
Commission and circulated 


to EU governments says the 
amendment - seeking to 
enshrine the guarantee sta- 
tus of public sector banks in 
European law - could also 
be used by other member 
states to exclude their pub- 
lic sector banks from compe- 
tition rules. 

This would become “even 
more crucial” once Euro- 
pean monetary union began 
and competition in the 
financial sector was opened 


up. The precedent set by the 
German protocol, presented 
to the intergovernmental 
conference on treaty 
changes, could easily be 
extended to other public ser- 
vice c ompanies . 

The German proposal is 
one at several by EU coun- 
tries aimed at excluding 
whole economic sectors 
from competition rules. 
France has tabled proposals 
to protect public services 


such as gas and electricity, 
while Belgium wants the 
same treatment for public 
service broadcasters. 

These will be discussed by 
the IGC conference, which 
ends its work at the Amster- 
dam summit next week. 
Bankers said the UK, Scan- 
dinavian countries and Italy 
were among those objecting 
to the German protocol. But 
the treaty proposals, for 
which approval must be 


unanimous, will be the sub- 
ject of much horse-trading. 

The Commission says the 
German amendment, if suc- 
cessful, could be extended to 
cover banking cases in Italy, 
France (such as Credit Lyon- 
nais) and other EU mem- 
bers- If state support were 
given in guarantee form, the 
Commission could no longer 
deal with them. 

German Banking Survey, 
Separate Section 


Czech government troubles come to a head 


After the worst few weeks of his 
political career, Mr Vdclav Klaus, 
the Czech prime minister, fa ces a 
make-or-break decision tomorrow 
when his shaky government «sfcg 
parliament for a vote of confi- 
dence. 

Mounting economic and politi- 
cal problems, which have pushed 
the Czech Republic to the brink of 
a recession and necessitated a de 
facto devaluation of the koruna, 
have badly damaged Mr Klaus’s 
standing with voters and the mar- 
kets. bat he has so far rebuffed 
calls for his resignation. 

However, with just 100 of parlia- 
ment’s 200 seats. Mr Klaus is not 
certain to win to morro w’s vote, 
which he called himself in a rare 
display of decisiveness. Yet, 
thoug h he is blamed for creating 
the recessionary climate, he is 
seen by both the public and the 
markets as the best man to steer 
the country through the storm. 


Not even Mr Milos Zeman, 
leader of the main opposition 
Soda] Democrats, wants an early 
election, even though his party is 
riding high in the polls. Mr Zeman 
does not want to have to intro- 
duce the austerity measures the 
Czech electorate wfn have to swal- 
low in the next two years. 

As one political observer put it 
“even the alternatives to Klaus 
think there is no alternative at 
the moment”. 

However. Mr Klaus cannot be 
certain of support from the Chris- 
tian Democrat faction in his gov- 
ernment until after an emergency 
cabinet meeting today that will 
flesh out details of belt-ti ghtening 
measures he said would be taken 
to back up the decision by Czech 
National Bank's two weeks ago to 
float the koruna. 

Mr Klaus announced the broad 
outlines of the austerity measures 
following a wave of speculative 


attacks on the koruna on foreign 
exchange markets. He also admit- 
ted that “mistakes” had been 
made in the past two years, dar- 
ing which the government has 
faced intense criticism for failing 
to follow through with reforms 
after the completion of the vouch- 
ers-for-shares privatisation drive. 

Mr Klaus is now making a 
belated attempt at further 
reforms, in difficult circumstances 
that are largely self-imposed. His 
cabinet is riven by personality 
clashes and a breakdown in com- 
munication among seni or person- 
nel. Last week Mr Josef Lux, head 
of the Christian Democrats, 
accused him of failing to alert 
ministers to a warning from the 
International Monetary Fond that 
the koruna was vulnerable to 
attack. 

The currency subsequently 
plunged on foreign exchange mar- 
kets, and brought Mr Klaus's 


political crisis to a head. The cen- 
tral bank also raised interest rates 
to nnprecedgntedly high levels to 
bolster its defenc e of the koruna. 
Pressure is now mounting for 
rates to be lowered, but the cen- 
tral bank is unlikely to do so until 
the government tightens fiscal 
policy. 

Foreign exchange markets have 
been extremely nervous in recent 
days ahead of the vote because of 
fears that if Mr Klaus loses, the 
austerity package will not be pur- 
sued. 

Mr Lax, on whom Mr Klaus 
relies for survival, has became the 
prime minister's most prominent 
critic in recent weeks, exposing 
the government’s disarray. His 
lukewarm support for the prime 
minister will continue to cloud 
the government’s future even if 
he backs the confidence vote this 
week. 

The Christian Democrat leader 


said an Friday his party would 
side with tile prime minister. “We 
are confident the government can 
falfij its stabilisation and recovery 
p rogr a mme. If we were not we 
would already have left the coali- 
tion.” Mr Lux said. 

But before guaranteeing sup- 
port tomorrow Mr Lux wants a 
dear idea of the scale of the aus- 
terity measures, which indude a 
public sector wage freeze. 

If the Christian Democrats 
agree to back Mr Klaus, his gov- 
ernment’s fate in parliament rests 
on the voting Intentions of two 
disaffected members of the apposi- 
tion, who are technically indepen- 
dent after being expelled earlier 
this year from their party. If they 
abstain, Mr Klaus is safe, at least 
until the next crisis erupts. 
Markets: Prague faces stormy 
summer. Page 23 
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Ralston to withdraw candidacy for joint chiefs ofistgjff chairman as pressures mount to end double standards 

Adultery ends bid for top US military post 


By Gerard Baker 
m Washington 

The air force general who 
was in line to he the w<» xt 
chairman of the US joint 
chiefs of staff is esppctoij to 
withdraw his name front 
consideration for the top mil- 
itary post today, following 

his admission that he com- 
mitted adultery. 

Gen Joseph Ralston, now 
vice-chairman of the Joint 
chiefs, had initially said he 
would continue to contest 


the nomination after his rev- 
elation last week of an extra- 
marital affair jjj the 19806. 

However, as congressional 
leaders yesterday Increased 
pressure on him to step 
down, news organisations 
reported that he had decided 
to withdraw his nomination 
when he meets Mr William 
Cohen, the defence secre- 
tary, today. 

Politicians yesterday 
warned that, if he did not 
withdraw his nomination, 
Gen Ralston would face seri- 


ous difficulties In his fight 
for confirmation on Capital 
H31L 

Rep Steve Buyer, Republi- 
can chairman of the House 
military personnel subcom- 
mittee, said: “I believe 
there’s been such a cloud 
created in this climate as 
we're looking into the issues 
of sexual misconduct that it 
would be very difficult for 
him to be confirmed before 
the US Senate." 

But though the Pentagon 
yesterday denied any deci- 


sion' had been made by the 
general, the New York 
Times and Washington Past 
bath cited officials close to 
him saying he had made up 
his mind to pull out. 

The general's decision rep- 
resents a serious blow to Mr 
Cohen, who had forcefully 
backed Gen Ralston's candi- 
dature. 

Mr Cohen was criticised 
by members of Congress for 
double standards after other 
less senior officers had been 
forced to step down in recent 


weeks following their admis- 
sions of adultery. 

Two weeks ago Lt Kelly 
FI inn, a bomber pilot, was 
discharged from the air force 
after she admitted an adul- 
terous relationship with an 
enlisted woman's husband, 
lying to her superiors about 
it, and disobeying an order 
to desist. Last week, the 
commander of the army's 
Aberdeen proving ground, 
retired at a lower rank after 
acknowledging he had an 

affair 


Though Gen Ralston's 
offence - an affair with a 
civilian woman while he was 
separated from his wife in 
the 1980s - was regarded as 
much less serious than those 
of the other officers, senior 
politicians expressed con- 
cern at the apparent double 
standards implied if the gen- 
eral had been allowed to 
accede to the top post in the 
armed services. 

In an attempt to limit the 
continuing damage to the 
military from the mush- 


rooming revelations of sex- 
ual misconduct involving 
not just adultery but sexual 
harassment and rape, Mr 
Cohen meanwhile 
announced at the weekend a 
Pentagon review of its 
rules an social and profes- 
sional contact among the 
military. 

Mr Cohen acknowledged 
that recent cases had created 
"perceptions that our system 
is inconsistent” and that this 
could “damage the morale of 
our troops." 


INTERNATIONAL NEWS DIGEST 


Swiss reject 
arms export ban 

A large majority of Swiss voters yesterday rejected a a 
ban on exports of Swiss arms and dual-use goods. The 
Socialist party referendum had come at a sensitive time 
for Switzerland, a neutral country, whose international 
image has been damaged by recent revelations that the 
bulk of its arms exports in the second world war went to 
Germany. 

Swiss manufacturers mounted a strong cnmjviig n 
against the proposed ban, which directly threatened 
nearly 6,000 jobs and over 100,000 indirectly. These 
arguments appear to have swayed voters in a country 
where unemployment is at its highest level since the 
1930s. WWtam Hall, Zurich 

Tudjman peace train stoned 

Croatian President Fraztfo Tudjman yesterday called for 
reconciliation and forgiveness between Croats and Serbs, 
but his "train of peace” was stoned by a mob on return 
from the devastated city of Vukovar. 

Mr Tudjman spoke to some 1,000 people, mostly Croats 
from all over the country who came with him on the 
train. He stood In front of Vukovar’s 120-year-old blasted 
railway station, symbolising the destruction of the city in 
the 1991 Croatian war. 

The gathering was secured by United Nations soldiers, 
who patrol and administer the mainly Serb region before 
it returns to Croatian rule next month. A group of 20-30 
men stoned the train as it was leaving Vukovar, breaking 
at least seven windows, witnesses said. 

Tudjman is facing re-election on June 15, and the train 
of peace is a central part erf his camp ai g n. He is tipped to 
win easily on the back of his popular reputation as the 
man who created independent Croatia. Reuter, Zagreb 

Indian party to choose leader 

India’s Congress party members are today expected to 
elect incumbent Mr Sitaram Kesri as party president in 
the first contested leadership poll in more than 40 years. 
Mr Kesri’s election will end several months of uncertainty 
for the party which has governed India for most years 
since independence nearly 50 years ago. 

Mr Kesri took on the top job after Mr P.V. Narisimha 
Rao, the former Congress prime minister, stepped down 
over corruption scandals following Congress’s rout in last 
year's general election. In today’s poll, Mr Kesri, who has 
played down his age - he is 79 - and highlight ed his role 
as a “a freedom fighter", will face Mr Rajesh Pilot, a 
former Congress minister who is appealing to the party's 
youth wing, and Mr Sharad Pa war, an ex-chief minister of 
Maharashtra state, the country’s commercial heartland. 

The Congress election is the first of a trio of summer 
polls. The Janata Dal, the main component erf the ruling 
United Front coalition government of Mr LK. Gujral, 
prime minister, elects a leader in a fortnight, while next 
month members of parliament elect the country's 10th 
president. Khozem Merchant, New Delhi 

Afghan peace moves backed 

General Abdul Malik, who took over control of the 
Afghanistan National Islamic Movement from General 
Abdul Rashid Dostum two weeks ago, yesterday said he 
welcomed moves by Pakistan to establish peace in his 
country. 

Pakistan last week attempted to resuscitate an 
agreement between the Taliban, Afe h a nis ta n ’s governing 
Islamic group, and Mr Abdul Malik's movement Signed 
two weeks ago, the pact briefly left the Taliban in control 
of the north before northern forces turned on them, 
killing up to 500 Taliban in the streets of Mazar I-SharifL 

The original deal had called for all factions to 
cooperate in implementing an Islamic state in the north 
while allowing the region to retain its autonomy. 

Mr Abdul Malik defended the original deal, and said: 
■■Afghanistan is an Islamic country. We want the Sharia 
to be enforced in all parts of the country. However, we 
don't want the kind of society which the Taliban are 
trying to create." 

The general explained what bad grate wrong with the 
agreement. “The Taliban were not to interfere with the 
northern arras of the country But instead they tried to 
disarm us. They brought in 21 pilots to transfer our 
pianos. They brought tn tank crews to t akeaw ay our 
tanks." Charles Clover. PoH-i-Khomri, Afghanistan 


High stakes in Cyprus initiative 

Richard Holbrooke tells Brace Clark of hopes for Athens- Ankara reconciliation 

M 


r Richard Holbrooke, the 
newly appointed US envoy 
on Cyprus, says peace 
between the island's Greek and 
Turkish communities should pave 
the way for a broader, historic recon- 
ciliation between Athens and Ank- 
ara. 

Mr Holbrooke, a banker -cum ^diplo- 
mat who in 1995 negotiated an end 
to the war In Bosnia, made clear 
that he views the stakes In his new 
assignment as potentially even 
higher than they were in former 
Yugoslavia. The standoff on Cyprus 
could “explode at any time, bringing 
into direct conflict two Nato allies, 
Turkey and Greece," he said, while 
adding that the imp lication s of suc- 
cess could also be far-reaching. 

“The Greeks and Turks need to 
have a normalisation of their rela- 
tions, just as leaders like Adenauer 
and de Gaulle normalised Franco- 
German relations in the 1950s and 
60s,” said Mr Holbrooke, who will 
retain his New York-based job as 
vice-chairman of Credit Suisse First 
Boston. 

Athens, Ankara and their ethnic 
kin on Cyprus would need to stop 
treating relations with one another 
as a purely zero-sum calculation, be 
commented. “Both Greeks and Turks 
have got to learn that they don't 
gain anything from the weakness of 
the other side. . . It's in the interests 
of both Greece and Turkey, and the 
two Cypriot communities that both 
sides be strong and economically 
growing." 

Mr Holbrooke said he would not 
“do anything specific" until after 
next month's UN-sponsored talks 
between President Glafcos derides, 
who heads the Greek Cypriot com- 



Holbrooke: he views the stakes in his new assignment as potentially even 
higher than they were in former Yugoslavia 


munity, and Mr Rauf Denktash, the 
Turkish Cypriot leader. 

He had “no expectations" over the 
timing of moves towards a settle- 
ment. and was also keeping an open 
mind about how he would divide his 
time between banking and diplo- 
macy. 

His appointment has been wel- 


comed by all sides, including 
Britain, whose special envoy Sir 
David Hannay who has been the 
driving force behind peace efforts in 
recent months. “There was some- 
thing missing in the equation before 
now,” said Sir David, who has often 
acknowledged that his own chances 
of success would ultimately 


depend on high-level US support. 

Mr Holbrooke's message that the 
stakes in the dispute axe high has 
been echoed by the Greek Cypriot 
government - with the ominous 
rider that there is no particular rea- 
son for optimism. “If negotiations 
collapse. . . it will erode faith in the 
negotiating process and give an 
opportunity to hard-liners on both 
sides to gain advantage,” said Mr 
Ioannis Kasoulides, the Cypriot for- 
eign minister. 

On a visit to Washington, the min- 
ister said his government would 
approach the July meeting “with an 
open Tr>inti j having the political will 
to be constructive and positive" 
although it would have preferred to 
wait for some narrowing of the gap 
between the two sides. 

He reaffirmed that his government 
would go ahead early next year with 
deploying Russian-made anti-aircraft 
missiles if there was no settlement 
Turkey has threatened a pre-emptive 
strike if the miamlcs are installed. 
Negotiators are hoping the July 
meeting will put the two sides on an 
irreversible path towards reuniting 
the island as a loose, bizonal federa- 
tion - a goal to which both sides are 
theoretically committed. 

This would put an end to the 
armed standoff which has persisted 
since 1974, when Turkey overran the 
northern third of the island, and 
forced a population exchange, after 
an abortive, Greek -backed coup 
d'etat. Moves towards a settlement 
have acquired added urgency 
because of the prospect of Cyprus 
starting negotiations to join the 
European Union. Mr Denktash 
said EU accession without his con- 
sent could lead to renewed war. 


US and 
Japan 
revise 
pact 

By Gerard Baker 


The US and Japan agreed in 
principle at the weekend on 
a new expanded military 
role far Japan within the 
framework of the two coun- 
tries’ security treaty. 

At talks between senior 
military officials in Hawaii 
the two sides agreed that the 
new role could indude use of 
Japanese airfields by US air- 
craft in a conflict, Japanese 
involvement in mine- 
sweeping and intelligence 
gathering and an expanded 
peacekeeping role far Japa- 
nese forces. 

US officials hailed the 
agreement as significant 
step forward by Japan 
towards a more active role 
in security In the Asia- 
Pacific region. 

"This is the first time 
Japan is looking to do more 
than in the past," Navy Lt 
Commander Karen Jeffries 
said after the meeting. The 
new framework for an 
extended Japanese role was 
included in an interim report 
prepared after six months of 
negotiations to review the 
1978 “Guidelines for Defence 
Co-operation”. These guide- 
lines lay out the part Japan 
agrees to play in defence 
cooperation under the 1960 
US-Japan security treaty. 

The final report, to be pub- 
lished in November, will 
give details of the expanded 
Japanese role, such as how 
many air bases US aircraft 
will be allowed to use in any 
fixture conflict in the region. 

US officials sought to play 
down the risk that other 
countries in the region 
might be concerned about 
the new Japanese role. Offi- 
cials yesterday flew to Bei- 
jing and other capitals to 
explain the agreement and 
to ease any Chinese worries 
about a larger Japanese mili- 
tary presence. 

The agreement appears to 
stop short of some of the 
bolder measures the US had 
been hoping for from Japan, 
such as Japanese participa- 
tion in a limited way in 
active US operations in Asia. 


El Nino set to 
bring havoc to 
Peru’s economy 


By Sally Bowen in Lima 

Peru's gross domestic 
product, which is only just 
recovering following a disap- 
pointing performance in 
1996, could be severely cur- 
tailed by a new threat the 
warm pacific current known 
as “El Niflo” (the boy-child) 
which produces impractica- 
ble climatic changes. 

Although ft Is too early to 
forecast its intensity, 
drought and flooding pro- 
duced by the Niflo in 1983 
brought havoc to agriculture 
and the fishing industry, 
causing a 12 per emit Slump 
in Peruvian output. Losses 
were officially estimated at 
$650m In northern Peru and 
southern Ecuador, and 
another $250m in southern 
Peru and western Bolivia. 
Worldwide, Nifio's 1983 dam- 
age was estimated at XSbs by 
an International committee 
of scientists which monitors 
its effects. 


Certain rather introverted managers have trouble 
spreading their wings... 
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For several weeks, unsea- 
sonably warm seas between 
Tumbes in the north and 
Pisco in the south have led 
Peruvian fishermen to sus- 
pect that the Niflo is once 
again displacing the normal 
cold Humboldt current. 
Peru's meteorological ser- 
vice, Senamhi, has con- 
firmed that early June ocean 
temperatures are as much as 
4 degrees centigrade above 
normal At the same time, 
land temperatures are 
unusually high for the time 
of year and the winds have 
inverted. 

Meteorologists are already 
predicting heavy rain in the 
north of Peru and drought in 
the south. Apart from the 
obvious effects on agricul- 
ture and potential damage to 
coastal towns, the infrastruc- 
ture including roads and 
bridges has not been con- 
structed to cope with rain. 
Energy output will also be 
affected as a large propor- 
tion of Peru’s electricity is 
hydro-generated. 

Meanwhile, the small 
boats which make up the 
bulk of the Peruvian fishing 
fleet must travel farther and 
at greater cost to catch less. 
The anchovy and Pacific sar- 
dine which are the raw 
materials for Peru’s impor- 
tant fishmeal industry 
(responsible for about 15 per 
cent of all $6bn-plus export 
earnings) will dwindle. 

The full effect of the Niflo 
are usually felt around 
Christmas - hence its name. 
Senamhi chief Gen Jose 
Ames Ruiz said its appear- 
ance at this time of year was 
not normal and that precan* 
tions should be taken. 

Nifio’s arrival coincides 
with signs that the Peruvian 
economy appears to be back 
on track for growth after the 
1996 slowdown. GDP expan- 
ded 73 per cent in the first 
four months of this year 
with output up 13.4 per cent 
in April alone. Fishing and 
fishmeal output contributed 
substantially to the figures. 

Many investment banks 
have recently revised their 
j GDP estimates upwards, pre- 
dicting 1997 growth at any- 
thing between 4.7 per cent 
and &5 per cent If Niflo digs 
in, however, they may have 

to lhlnlt a gain. 
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The Gaz de France group is a world specialist In 
natural gas. Established over 50 years ago, 
we are acknowledged experts in natural gas 
technology, liquefied natural gas and a leader 
in its storage and distribution to nearly 10.5 
million customers worldwide. Half of all LNG 
carriers today use processes developed by the 
Gaz de France Group. 

In Gaz de France, you will have an experienced 
partner with the strengths and resources of 


a global player. We will also bring you our 
expertise and a willingness to meet your 
requirements as well as the flexibility to adapt 
to your particular context and conditions. 

We deliver outstanding quality of products and 
services In all our activities, end work in 
partnership with companies in more than 20 
countries, Including Asia, South and North 
America. Our aim Is to become first choice for 
partners, wherever they may be. 








BIS weighs expanded role 


US envoy 
secures 
refugee 
pledge by 
Kabila 

The US envoy, Mr BUI 
Richardson, left Congo - 
formerly Zaire - yesterday 
after a mission largely dedi- 
cated to persuading the 
country’s new pre si d en t. Hr 
Laurent Kabila, to respect 
human rights and show con- 
cern for refugees, Reuter 
reports from Kinahasa- 

Mr Richardson, Washing- 
ton’s ambassador to the 
United Nations, said he 
secured pledges from Mr 
Kabila to assist a ON mis- 
sion to examine evidence 
that his troops massacred 
Rwandan Hutu refugees, 
and to prosecute anyone 
who broke the law. 

“Mr Richardson pointed 
out that if they want a new 
start they have to have the 
irinri of image that allows 
other governments to work 
with them," said a senior US 
administration official with 
the envoy. 

Mr Kabila's takeover last 
month as president of 
Africa’s third largest coun- 
try, after a seven-month 
bosh war, has been coloured 
by reports that Ids soldiers 
have been systematically 
killing ethnic Hntn refugees 

is areas they control. 

Speaking at a transit 
camp for Rwandan and 
Burundian Hutu refugees, 
near die eastern city of Kis- 
angani, Mr Richardson said 
that reports of widespread 
killings con tin tied. 

“AH of us, the new gov- 
ernment of the Democratic 
Republic of Congo, its neigh- 
bours and the international 
community, have the 
responsibility to stop the 
killings of innocent civil- 
ians,” Mr Richardson said. 

Mr Kabila's Alliance of 
Democratic Forces denies 
massacres took place. An 
earlier mission to investi- 
gate reported massacres was 
obstructed by Mr Kabila's 
soldiers - many of whom 
are ethnic Tntsis whose ori- 
gins lie in Rwanda. 

“We are deUghted that 
President Wafwia has made 
this declaration and we are 
looking forward to Its imple- 
mentation on the ground, 
which of course is essen- 
tial,” said Mr Pierce Gerety, 
UN regional humanitarian 
co-ordinator. 

The refugees are the rump 
of over a million who fled 
Rwanda fearing reprisals in 
1994 after Hutu hardliners 
slaughtered hundreds of 
thousands of minority Tnt- 
sis. 

The UN refugee agency 
says some 815,000 have 
returned home since last 
November, while 46,000 
have been found and about 
250,000 remain unaccounted 
for. 


By George Graham, 

Banking Correspondent 

Central bank governors 
gather in Basle today for the 
annual meeting of the Bank 
for International Settle- 
ments, the central bankers’ 
central bank- 

The meeting is the first 
since the BIS opened its 
membership to nine new 
central hanks from emerging 
markets such as Russia. 
China, Brazil, Mexico and 
South Korea. 

The expansion of what 
was previously a club far 
industrialised and mostly 
European central banks is 
just the latest in a series of 
metamorphoses for the BIS. 

In the 1930s, the BIS 
served as a bank for war rep- 
arations. After the second 
world war, it turned into a 
financing vehicle for the 
Marshall Plan. Later, before 
creation of the European 
Monetary Institute (Emi). it 
hufamp thg nhtef forum for 
EU central banks. 

With European monetary 
nnirm scheduled to begin in 
18 months, that role Is now 
in question. 

The logic of having the EU 
provide 12 of the BIS’s 17 
directors must, once the Emi 
has become the European 
Central Bank, become even 


By George Graham 

Some of the world’s biggest 
hanks meet in London next 
week to lay the foundations 
for a global settlement bank 
for the Sl^oObn a day for- 
eign exchange market. 

If they are successful, the 
self-styled Group of Twenty 
will have answered the chal- 
lenge made to them last year 
by the Bank for Interna- 
tional Settlements (BIS), the 
Basle-based grouping of lead- 
ing central banks: to come 
up with an industry answer 
to the problem of foreign 
exchange settlement risk, or 
see a solution imposed by 
the central banks. 

Foreign exchange settle- 
ment risk is often known as 
Herstatt risk, after the 
Cologne private hank whose 
collapse in 1974 first made 
the problem apparent. 

Herstatt was active 
beyond its size in the foreign 
exchange market, and when 
it felled, it was in the middle 
of $620m .of uncompleted 
trades. It was shut down 
after it had received D-Marks 
for these trades during Ger- 
man payments hours, but 
before the New York pay- 
ments system was open for 
it to pay over the corre- 
sponding dollars. 

Since then, the foreign 
exchange market has bal- 
looned, and the estimated 
Ji^OObn a day of turnover 
represents $2,6QQbn a day of 
payments, since each trade 


qhalrior than it is today. 

Broadening the member- 
ship is a first step towards 
dealing with this issue. Yet 
even without Emu. the 
expansion and rising interde- 
pendence of the world's 
financial markets have com- 
pelled the BIS to adapt. 

“Wife the globalisation of 
finanw and the globalisation 
of central banks’ Interests 
and concerns, the BIS needs 
to become a more global 
institution, both in members 
and in functions," said Mr 
Andrew Crockett, the organi- 
sation’s general manager, in 
an interview last week- 

Pinnlng down what the 
BIS does is not straightfor- 
ward. In much of its work, 
and arguably the most 
important part, it functions 
as a secretariat, providing 
governors from the world’s 
principal central banks with 
a venue and documentation 
for their monthly meetings. 

Besides current monetary 
and economic policy condi- 
tions. the BIS also seeks to 
throw central bankers’ 
minds forward to more gen- 
eral that could affect 
them in the future, such as 
the development of elec- 
tronic money. 

Beneath the governors, the 
BIS acts as host to more spe- 
cialised committees. The 


involves the exchang e of the 
game sum in two different 
currencies. 

But the BIS’s Orange Book 
last year made it clear that 
the problem was not just one 
of time zones. Rather than 
$2,600bn of payments which 
might be to doubt for a few 
hours, the BIS report found 
that banks were in most 
cases on the book for two or 
more days before they were 
sure that fear money had 
arrived, multiplying the risk 
to the international financial 
system several times. 

This gigantic potential 
exposure is now getting seri- 
ous attention, even if the 


likelihood of a toll scale set- 
tlement catastrophe remains 
small. Herstatt is still the 
only real example, t hou gh 
bank failures such as Drexel 
and Barings came dose to 
causing knock-on effects 
through the international 
payment systems. 

The first thing most backs 
set about after the Orange 
Book was to improve their 
internal settl ement systems. 
The best organisations have 
made sure that they are able 
to monitor their overall 
exposure and can trace and 
stop a payment, which may 
have been entered into 
the system but not yet 


best known, referred to sim- 
ply as the Basle c ommitt ee, 
is fee committee on banking 
supervision. 

In 1975, the committee 
established the origins] 
Basle Concordat, in which 
bank supervisors from the 
Group of Ten leading Indus' 
trial nations agreed how 
they should divide responsi- 
bility for banks whose activi- 
ties crossed national bor- 
ders, and to 1988, it added a 
set of standards fin* capital 
adequacy which have 
become internationally 
accepted as the Basle ratios. 

Last year it stretched its 
remit beyond the G10 with 
its “Core Principles on Effec- 
tive Banking Supervision," 
which are expected to be 
adopted by bank supervisors 
worldwide to September. 

Siznilarly, the committee 
an payment »nri settlement 
systems has co-ordinated 
central bank efforts to 
reduce or remove the finan- 
cial risks that have built up 
almost unnoticed in the 
plumbing of the world bank- 
mg system. 

Mr Crockett insists the 
standards developed to these 
areas axe not the BIS’s, but 
those developed by national 


completed, on the wing. 

The Orange Book has also 
given a boost to netting, a 
process by which banks 
agree to offset the gross 
amounts they owe each 
other, settling up with a 
much smalle r net amount 

FXNet, which was set up 
in 1984, provides an auto- 
mated system for netting 
bilaterally between its mem- 
bar banks. It now rlnim«t to 
handle around 13 per cent erf 
fee world’s foreign exchange 
trading flows, and says tt is 
piim mating J90bn-$100bn a 
day of foreign exchange set- 
tlements from the world's 
payments systems, a reduc- 


tion of 51 per cent in settle- 
ment risk. 

Echo, which started up to 
1995, goes further by offering 
multilateral netting: mem- 
bers transfer their trades to 
the Echo clearing house and 
settle up with a stogie pay- 
ment at the end of the day. 
A North American rival, 
Multinet, also offers multi- 
lateral netting but has not 
yet gone into operation. 

But although multilateral 
netting may reduce settle- 
ment risk by more than 80 
per cent, it does not elimi- 
nate it altogether. 

That is fee aim of fee G20, 
which has been working on 


ftaxor of joint action among 
central hank*, rather than as 
an actor.” he said. 

Nevertheless, the BIS 
remains a with a sub* 
stantial balance sheet of its 
own and around 7-8 per cent 
of the world's gold and cur- 
rency reserves. Besides 
accepting deposits from cen- 
tral banks, it has used its 
resources in fee past to pro- 
vide short-term funding, fin- 
example during European 
exchange rate mechanism 
crises or, more controver- 
sially, during the Mexican 
financial crisis in 1995. 

The BIS’s gold bullion 
holdings atone are estimated 
to be worth around SUbn at 
market prices, although, 
rmiritp its - German a nd Swiss 
members, it has no plans to 
revalue Its reserves. 

That gold has opened fee 
Hank np to unaccustomed 
scrutiny in fete past year, as 
questions emerged over the 
origins of gold it received 
from the Nazi Retofcsbank in 
the second world war. While 
the BIS ret urne d some gold 
which was clearly looted 
immediately after the war, it 
held on to some which, 
though not clearly looted, 
was not of dearly impecca- 
ble origin. It has SLOW 


fee ggtahiisiiTwgn t of a global 
foreign exchange settiemsxt 
bank. It would ensure both 
sides of a foreign exchange 
trade are completed by 
simultaneously crediting 
and debiting the two banks’ 
accounts, in a process called 
“continuous linked settle- 
ment". 

These solutions to the 
problem of foreign exchange 
settlement risk are not an 
either/or proposition. At 
best, fee G20 settlement 
bank will take at least 
another two years to set up. 
so there is an immediate 
gain in adopting a netting 
system. And even if the set- 
tlement b ank is created, 
there are advantages in 
using it to settle payments 
that have already been 
reduced by a netting system. 

In practice, most leading 
banks are involved in at 
least two of fee projects. 
Chase Manhattan, for exam- 
ple, is not only a member of 
fee G20 and Multinet, but 
has also been promoting an 
idea for eliminating settle- 
ment risk by changing fee 
way currencies are traded: 
since as much as 95 per cent 
of foreign exchange volume 
is in fact banks managing 
their positions, instead of 
exchanging two full pay- 
ments. banks would deal in 
“contracts for difference", 
settling only the net amount 
by which fee relative values 
of fee two curr encies have 
moved. 


experts under the BIS s 
umbrella. decided to open its archives 

“We see our role as a faefl- to early 1998. 


New forex bank to cut risk 


A global body is planned to speed 
foreign exchange settlement 



Capital Market Conference *97 


The Securities Industry Development Centre (SIDC) of the Securities 
Commission (SC) is organising its second International Islamic Capital 
Market Conference, carrying the theme, "Developing Islamic Capital Market 
Instruments". 

Topics to be covered are as follows-. - 

• Issues pertaining to the implementation of the frqh muamalat concepts 
such as Dha* Wa Ta'ajal Bat' Ul-Ma'dum, Bai' Ul-'lnah. As-Suyulah and 
AHjarah and their role in developing and structuring instruments in 
the Islamic capital market 

• case studies of Islamic instruments which have been issued in Malaysia 
which include the Islamic Revolving Underwriting Facility (IRUfy Islamic 
Benchmark Bond, AJ-ijarah Financing <$ukuk) and Bai' Bithaman Ajir 
financing with notes issuance (BalDS - Bai ' Bhhaman Ajil Islamic Debts 
Securities). 


Date : 15 - 16 July, 1997 
Venue : tatana Hotel, Kuala Lumpur 
Fee : RM650 per participant 

Who Should Attend : 

• Chief Executives • Stockbrokers 

• Futures Brokers • Institutional Investors 


• Fund- Managers • Bankers 

• Private Investors • Researchers 

• Syari’ah Experts • Academicians 

• Company Directors 

Enquiries/ Registration 
Please contact Ms Rosma at 
Tel : (603)250 7590 
Fax : (603)252 3693 
E-Mail : rosma ©seccom.com.my 
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Clinton to hear 
union fears on 
globalisation 


By Robert Taylor, 
Employment EdHor 

Trade union leaders from 

fee world’s leading indus- 

trial nations meet President 
Bin Clinton in Washington 

today to urge him to develop 

a “genuine social dimension 

to globalisation” at next 
week’s summit conference of 

fee Group of Seven coun- 

tries In Denver. 

The trade union delega- 
tion, which represents 68m 
workers in fee 27 advanced 

countries that belong to the 

Paris-based Organisation far 

Economic Co-operation and 

Development, will also warn 

Mr Clinton that govern- 
ments must co-ordinate 
their economic policies by 

giving a higher priority to 

stimulating ‘‘sustainable 
growth and employment". 

Unions also want G7 coun- 
tries to commit themselves 
to Introduction of “common 

roles covering global finan- 

cial markets" including a 
global tax on foreign 
exchange transactions: 
investment in in fr a stru c tu re 
projects, making a “reality 
for all” in education and 
training and a “guarantee” 
of “workers’ rights in trade 
and investment agreements 
through well defined and 
enforceable labour stan- 
dards”. 

The onion delegation will 
also tell Mr Clinton it wants 

to see fee encouragement of 

co-operation between 
employers, workers and 
trade unions in “forging 
high-quality workplaces 
that restore balance in 
labour markets and allow 


workers to share in the 
fruits of productivity 
growth". 

Finally, the unions favour 

a new debt relief initiative 

for heavily indebted poor 

nations and an increase in 

development assistance. 

“Governments, central 
banks and employers must 


Governments 

‘must 

co-ordinate 
policies by 
giving a 
higher priority 
to sustainable 
growth and 
employment’ 


accept their responsibilities 

in partnership with workers 

to enhance growth and 
employment and unify their 

efforts to manage fee evolu- 

tion of the market econ- 
omy”, fee onions argue in a 
joint declaration they hare 

scut to Mr Clinton and other 

heads of government 
The correct response to 

globalisation “must be to 

manage change”, say the 
OECD trade anions. They 
want “effective governance" 
at local, national, regional 
and global level. “The pres- 
sures of global markets have 
to be balanced by a social 
dimension,” they add. 




World accounting 
wins more converts 


By Jim Kefly in London 

Last Week was a good one 
for Sir Bryan Carsfaerg, fee 
former UK fair trading regu- 
lator, entrusted with the job 
of trying to get the world’s 
leading stock market regula- 
tors to agree on a common 
financial reporting language 
for listed companies. 

The reforms, which would 
allow up to 4.000 of the 
world's leading companies to 
list in New York. Toronto, 
and Tokyo using interna- 
tional accounting standards, 
are beginning to generate 
considerable momentum. 

Within the last week the 
International Accounting 
Standards Committee QASC) 
- fee body Sir Bryan leads 
as se cretary general - has 
won backing from China and 
accountants in 22 Arab 
nations as well as powerful 
encouragement from the 
New York Stock Exchange. 

The committee is due next 
year to pretent a core set of 
standards to Iosco - fee club 
of fee world stock market 
regulators - for formal 
endorsement 

Many markets, such as the 
London Stock Exchange, 
already accept accounts 
presented under interna- 
tional awnnnting standards. 
But the great prize of Iosco 
endorsement . will be the 
implied backing from the 
three countries still resisting 
the standards - Canada. 
Japan, and above all the US. 

At the moment companies 
have to convert their 


accounts into the local code 
- which entails large added 
costs - and more impor- 
tantly confuses analysts and 
shareholders over corporate 
performance while decreas- 
ing fee efficiency of internal 

financial management. 

The listing requirements 
in the US - including con- 
version of accounts to US 
Generally Accepted Account- 
ing Principles (GAAP! - are 
seen by some as a barrier to 
companies seeking US capi- 
tal ?nti a restriction on the 
options open to US investors. 

To secure worldwide rec- 
ognition the committee 
needs fee backing of the US 
Securities and Exchange 
Commiss ion - which has a 
seat on Iosco. There has 
been opposition to the Iosco 
project in fee US - signifi- 
cantly from fee US Financial 
Accounting Standards 
Board. 

It has argued forcefully 
that the new code may not 
be good enough to protect 
investors. It has also critic- 
ised the committee's due 
process and independence 
and has doubted whether 
standards of sufficient qual- 
ity can be produced on time. 
Its critique carries great 
weigbt 

But speaking to London 
last week Mr James Coch- 
rane. senior vice-president at 
the New York Stock 
Exchange, said the Iosco 
project stood a “petty good 
chance of success". He said 
the code could eventually be 
available to 3.000-1.000 big 


global companies “unless we 

set really unlucky". 

He acknowledged that SEC 
endorsement of the new code 
was not a foregone couclu 
sion and might hinge on the 
make up of the commission 
In 199S. Us current chair- 
man, Mr Arthur Levitt, is 


office in 1WS- 

Mr Cochrane went on m 
criticise two US groups 
which have figured promi- 
nently in fee opposition to 
fee Iosco project. He said US 
accountants were against 
the reforms because they 
threatened their uwn finan- 
cial code, and some favoured 
foreign companies being 
forced to use US GAAP to 
raise capital in New York. 

Meanwhile, fee JASC is 
preparing for a crucial meet- 
ing in Beijing at which a 
number of standards must 
be finalised in order to meet 
the Iosco deadline. It has 
announced that China hits 
become an observer member 
of its board - an indication 
that Beijing believes the new 
code will provide assurance 


to toward investors. 


The Arab Society of Certi- 
fied Accountants has backed 
adoption of international 
accounting standards in '32 
countries after a meeting in 
Dubai. Sir Bryan said: "The 
Dubai declaration represents 
a giant step toward world- 
wide comparability and reli- 
ability of corporate financial 


reporting” 




World pharmacy drug purchases January-March 1997 ($m) 
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US market ahead in 


growth of drug sales 


By Michael Peel 

First-quarter retail drug 
sales in 10 of the world's big- 
gest markets rose 7 per cent 
compared with the same 
period last year, according to 
drug industry market 
researchers IMS Interna- 
tional 

Growth to the US outstrip- 
ped that in Japan and 
Europe. Sales in the US 
increased 11 per cent to 
£L6.4bn, while sales in Japan 

and Europe rose 6 per rent 

and 3 per cent respectively 

to reach ©Obn and 313-Shn. 

The four biggest US cate- 
gories by retail value all 
enjoyed double digit growth. 
Central nervous system 
drugs, which include Eli Lil- 

ly’s Prozac, grew 16 per cent 
to $3.lbn, overtaking cardio- 

vascular drugs, which grew 
10 per cent to $L95bn, as the 

biggest selling category. 

Purchases of anti-infective 
drugs, which grew 20 per 

cent to $L89bn, recorded fee 

steepest rise, partly due to a 


particularly severe outbreak 
of influenza during fee first 
three months of the year. 

Revenues from anti-infec- 
tive sales also rose in Japan 
- up 10 per cent to $l-29bn- 
However, the fastest grow- 
ing sector was respiratory 
drugs, where sales jumped 
26 per cent to $SOOm. making 
it fee country’s fourth larg- 
est drug sector by sales 
value. This rapid growth was 
attributed mainly to 
increased incidences of polli- 

nosis, a respiratory disease. 

to February and March. 

But the IMS also said the 

pharmaceutical industry in 

Japan, “will face tough oper- 

ating conditions for the 
years to come" amid health- 
care cost-cutting. 

The IMS said future 
growth would be restricted 

by increases to patient co- 

payments for medical care, 
higher charges for visits to 
fee doctor by the elderly and 
fees for prescription drugs. 

Hie organisation’s five-year 

strategic view of fee world's 


biggest markets predicts 
that the lowest annual 
growth rate - of 3 per cent - 
will be in Japan. 

Meanwhile. France contin- 
ued to extend Its lead over 
Germany as Europe's top 
retail pharmaceutical mar- 
ket. Its first-quarter reve- 
nues increased 5 per cent to 
$3.8bn, while sales in Ger- 
many fell 3 per cent to just 
under $3Bbn. 

Sales of cardiovascular 
and metabolic treatments, 

Germany's two biggest mar- 

kets, fell by 3 per cent and 4 
per cent respectively to 
$920m and $600m as German 

doctors found their budgets 

tightened. 

The IMS said healthcare 

reforms would continue to 

reduce purchases in France 

and Germany compared with 

sales in other European 
countries. It predicted a 
growth rate over the next 

five years for France and 

Germany of 4 per cent, com- 

pared with 8 per cent in the 
UK and 9 per cent In Spain. 



Now you can 


capture your 


global audienc 
in one place. 


Over 1000 top decision makers in the telecoms industry from acre 
globe will be convening in Malta next year for one of the largest ti 
events of this century. Just the right place to make your message 


interested? Please contact us for an informal discussion on the m- 
; opportunities available on tel+356 356 356 or e«mai 
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NEWS: WORLD TRADE 


Israel in pipeline talks with Gazprom 
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By Chrystia Freeland 
in Moscow and Avi MachQs 
in Jerusalem 

Israel and Gazprom, Russia’s 
natural gas giant, are push- 
ing forward with talks on a 
plan to construct a natural 
gas pipeline between Russia 
and Israel which could sup- 
ply Israel with up to $500m 
worth of gas a year. 

The project would provide 
Israel, which currently 
depends on coal and oil for 
its power generation, with 
estimated annual savings of 

S70m. 

For Israel, the link with 
Gazprom would also offer 
the geopolitical advantage of 
a long-term power source 
outside the volatile Middle 
East region. 


Israeb natural gas demand 
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Far Gazprom, which con- 
trols 30 per cent of the 
world’s known natural g»a 
reserves, the deal would pro- 
vide an attractive strategic 


IB. 


entry into the Mediterranean 
market 

Mr Ariel Sharon. Israel’s 
minister for natural infra- 
structure, met Mr Rem 


V lakh e rev, the Gazprom 
chief, in Moscow last week 
to discuss the project. He 
said hB hoped to reach a 
decision on whether to go 
ahead with the deal over the 
next few months. Early nest 
month, Gazprom officials 
plan to travel to Israel to dis- 
cuss the proposal. 

Mr Nikolai Bely, head of 
Gazprom '8 foreign economic 
relations department, said 
various possible pipeline 
routes were being consid- 
ered- The preferred one, he 
said, would go from Russia 
to Turkey, via a Black Sea 
submarine pipeline and then 
from Turkey to Israel, 
through a pipeline on the 
bottom of the Mediterra- 
nean. Theoretically, the pipe- 
line could be used to supply 


Russian natural g w to other 
Middle East states such as 
Jordan or to the Palestinian 
authorities. 

Mr Sharon said he hoped 
Israel would begin to receive 
natural gas by the year 2000. 
Alongside stepped up efforts 
to strike a deal with Gaz- 
prom, Israel has not ruled 
out buying gas from Egypt, 
via an Egypt-Israel pipeline 
which would also run 
beneath the Mediterranean. 

“The competition will 
enable Israel to get the best 
product for the best price." 
said Mr Yossi Ram, presi- 
dent of Del-Men, an Israeli 
energy company which has 
been involved in Russian- 
Israeli pipeline proposals. 

But Mr Sharon seemed 
clearly to favour the Russian 


option, citing concerns about 
potential shifts in Egypt's 
political attitude towards 
Israel. 

"It is a possibility," Mr 
Sharon said of the Egyptian 
option. "But we are speaking 
about contracts that run for 
decades, so I have some 
doubts. I hacked and sup- 
ported peace with Egypt, but 
I worry about the Egyptian 
position towards Israel. The 
Israeli government would 
like to be more assured that 
there will be no interfer- 
ence” in natural gas sup- 
plies. 

In the past, Mr Sharon has 
said Israel would consider 
buying from more ♦*»*»» 
one source in order to avoid 
dependency on a single sup- 
plier. 


Vietnam reforms run into heavy weather 

Loss-making state enterprises and barriers to trade are worrying issues, writes Jeremy Grant 


T he Vietnamese 
finance minister, Mr 
Nguyen Sinh Hung, 
was mingling at a diplomatic 
reception recently when he 
found himself face to face 
with a visibly upset US 
investor. 

Alter listening to a bar- 
rage of complaints, the min- 
ister squashed his cigarette 
into an ashtray and thought 
for a moment. 

"Please understand. We 
are frying to follow the open 
door (policy). But there is 
something wrong with the 
lock." It was a rare show of 
candour in a political sy stem 
where official responses are 
usually anodyne. But it also 
underscored official concern 
that Vietnam's economic 
reforms are running 
aground. 

It was a rare show of can- 
dour but it also offered a 
glimpse of official worry that 
Vietnam's dm mot economic 
reforms may have run 
aground. “The potential ben- 
efits of past reforms are 
nearly exhausted and... fur- 
ther change is needed to sus- 
tain macro-economic stabil- 
ity and a high rate of 
economic growth," said Mr 
Ari Kokko, an economist at 
the Stockholm School of Eco- 
nomics, in a recent report. 
Economists cite two wor- 


rying issues: the continued 
dominance of the loss- 
making state sector and a 
trade system tilted towards 
import substitution. Reform 
of both areas is being 
blocked by vested interests 
in the political elite. 

But the economists say 
Hanoi must tackle the issue 
for Vietnam to ensure 
long-term growth. 

State-owned enterprises 
(SOEs) account for over 70 
per cent of industrial output 
but few are making money. 
Cosy links to the party 
ensure funding via state- 
owned banks, creating a web 
of indebtedness that lies 
behind much of the hanking 
sector’s recent ills. 

Vietnam nurses a large 
trade deficit, which reached 
$1.14bn in the first five 
months of this year. That 
would be sustainable in the 
medium term if the bulk of 
imports were being chan- 
nelled into building up 
export-oriented industries, 
the economists say. 

But Mr Eokko argued 
there is strong evidence that 
most imports are used by 
SOEs manufacturing for the 
local market, protected by 
tariffs and non-tariff barri- 
ers. 

Many SOEs are in joint 
ventures with foreign multi- . 


nationals whose interest in 
Vietnam's consumer market 
is, ironically, reinforcing the 
import substitution ten- 
dency. 

Professor James Riedel of 
the international economics 
department at Washington's 
Johns Hopkins University, 
said this approach was 
unsustainable: “For Vietnam 
to follow an ....... 

import substi- CintOgmc trade balance': V- T v, Vf. W-V ' vr 

egy would be 
to ignore 50 
years of eco- 
nomic history imports tt.ie -m.is ib>K_ : a^jx.70jxLsr" 

in which it 
has been dem- 

tnvtefetoe btfance . .1 -007 -oso >dS». 


foreign multinationals into 
import substitution invest- 
ments that will no longer be 
competitive when trade 
barriers are removed," he 
said. 

Observers are asking what 
win prompt a shift in cur- 
rent behaviour. 

Washington wants Hanoi 
to agree to a tough trade 
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castrated not 
to work." 

Nor does it 
mesh with 
Vietnam’s 
commitment 
to open mar- 
kets, through 
its application for World 
Trade Organisation (WTO) 
membership and its promise 
to meet tariff reduction tar- 
gets under the. Asean Free 
Trade Area (Afta). 

Worse, Mr Eokko argued, 
the longer the leadership 
delays decisions, the higher 
the cost of reform later. 

“Hie costs for liberalisa- 
tion win increase with every 
dollar invested by SOEs and 



pact that would, US officials 
claim, ease WTO entry. 
Asean is looking to Vietnam 
to cut tariffs under the 
Asean Free Trade Area 
scheme. 

But Mr Richard Grant, 
head of the Asia-Pacific Pro- 
gramme at the Royal Insti- 
tute of International Affairs 
in London, dismisses exter- 
nal pressures: “I don’t see 
any constituencies in the 


west to put pressure on the 
EU or US to get any real 
breakthroughs on Vietnam. 
Asean doesn’t operate that 
way anyway. I think that the 
other Asean members expect 
Afta to go forward without 
Vietnam.". 

Indeed, Vietnam is happy 
that Laos, Cambodia and 
Burma are to join Asean as 
it will no lon- 
ger be alone 
on a “slow 
track" Afta 
timetable. US 
officials play 
down US pres- 
sures as the 
Vietnamese 
economy is 

Still tOO fimaTl 

to be of seri- 
ous interest 
Internally, 
policymaking 
•* i r- r is confused. 

Reformists in 
the leadership - those most 
likely to push for change - 
are locked in a succession 
struggle with opportunist 
conservatives and military 
figures who prefer the status 
qua 

Some resolution is 
expected at a meeting 
of the powerful party 
central committee which 
convenes today and which 
is expected to endorse 
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top-level personnel changes. 

Critics of any "shock ther- 
apy" approach to reform say 
the political system is not 
ready for sudden change and 
that time is not on Viet- 
nam’s side. 

Referring to SOE reform, 
Mr Riedel said: “Right now, 
it’s politically too sensitive 
to deal with. What we 
should be encouraging them 
to do is create a conducive 
environment for the private 
sector." 

But, ultimately, debt may 
force the issue. Foreign 
investment approvals fell by 
19 per cent in the first five 
months of the year, against 
the same period last year. 

The trade . deficit, at 
around 16 per cent of gross 
domestic product is a serious 
structural threat according 
to economists. The hanks are 
drenched in red ink- 

SOE debt alone is reason 
enough for worry, according 
to Mr Eokko: “It is not much 
of an exaggeration to charac- 
terise the present financial 
situation of the SOE sector 
as a timp bomb." 

The word "crisis” dances 
cm many people's lips. But 
one party member said: "A 
crisis is an opportunity for 
the reforms. It'll make 
people see the current situa- 
tion is untenable.” 


Between 1990 and 1994, 97 carriers 


sank with the loss of 537 lives 

New safety 
plan for bulk 
cargo ships 


By Charles Batchelor, 

Transport Correspondent 

Measures aimed at 
improving the safety record 
of the 4,600 bulk cargo ships 
which carry cargoes of coal, 
ore and grain around the 
world have been agreed at a 
meeting of international 
maritime safety experts in 
Loudon. 

Fears had been expressed 
by some shipping experts 
that disagreements over the 
need for action and the 
likely cost of tightening the 
regulations would prevent a 
compromise being reached. 

The proposal that new 
bulk carriers should be built 
to withstand the flooding of 
one hold and that ex isti ng 
vessels should be strength- 
ened will go forward to a 
special bulk carrier safety 
conference to be held at the 
International Maritime 
Organisation (IMO). the 
United Nations shipping 
agency, in November. . 

Shipowners who do not 
wish to carry out these 
improvements may be 
barred from carrying certain 
very heavy cargoes or may 
be required to change the 
way they are distributed 
throughout the holds. 

The aim of the draft reg- 
ulations is to reverse the 
alarming rise in accidents 
involving bulk carriers 
which has occurred since the 
1980s, the IMO said. Many 
Ships suffered severe struc- 
tural damage and sometimes 
broke in two, often with 
heavy loss of life. A total of 
97 bulk carriers sank with 
the loss of 537 lives between 
1990 and 1994. 

A study of accidents found 
that if a ship flooded the 
pressure of water could lead 
to the collapse of the cross 
bulkheads or partitions 
between the holds, especially 
if the ship was loaded in 
alternate holds with high 


density loads such as iron 
ore. 

Once one bulkhead col- 
lapses the rest often follow, 
domino-fashion, through the 
length of the ship and it is 
likely to sink within min- 
utes. 

The new draft regulations 
call for new bulk carriers of 
150 metres or more in length 
carrying lighter cargoes 
such as wheat, rice and tim- 

Shipowners who 
do not carry out 
improvements 
may be barred 
from carrying 
very heavy 
cargoes or may 
have to change 
the way they 
are distributed 
in holds 

her to be strong enough to 
withstand the flooding of 
any one cargo hold. 

Existing vessels carrying 
heavier cargoes such as iron 
ore, pig iron, steel, bauxite 
and cement should have 
bulkheads and hull bottoms 
capable of withstanding the 
flooding of the foremost 
cargo hold. 

Vessels which do not carry 
the heaviest cargoes may not 
need to be strengthened but 
if a shipowner accepts 
restrictions the ship should 
be permanently marked with 
a solid triangle cm its hufi. 
the IMO said. 

The cost of strengthening 
PTigtmg ships has been esti- 
mated at $38£00 for vessels 
up to 50,000 dwt tonnes and 
up to an average of $137,000 
for the largest ships of more 
than 80,000 dwt tonnes. 



-’■stfV 




sfdays. 

The pace of l&W quickened for Mn Ptacek 
As the owner of a thriving urban demolition and 
renewal business in Prague; he hasn't much time 
for anything but his job. 


of which was to acquire the Caterpillar equipment 
he'd seen and admired ai exhibitions but couldn’t 
persuade the bureaucracy to choose for him. 


the excavator of his dreams. Its speed and 
efficiency has cut costs to the point where 
profits have increased, which he tells us he’s 
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UK 


-Black hole- in cyberspa^ i Water company feels the squeeze 


Tax receipts 
threatened 


Drought-fighting proposals have even included piping supplies in from France 


by internet 


By An Kelly, 

Accountancy Correspondent 


The UK's leading tax body 
warned yesterday that the 
government faces the loss of 
“h iiTinnfl of pounds" in reve- 
nue as the result of Interna- 
tional computer trading 
creating a "black hole 
in cyberspace”. 

The Chartered Institute of 
T axat ion urged the Inland 
Revenue, at a special confer- 
ence called In Lincoln, to 
endorse a joint strategy to 
secure tax receipts threat- 
ened by the growth in inter- 
net transactions, 

Mr John Andrews, presi- 
dent of the institute, said: 
“UK pic is in danger of being 
bypassed by cyberspace trad- 
ing and we must jointly dis- 
cuss possible action to be 
taken.” His warning comes 
in the wake of research, sug- 
gesting that 60 per cent of 
financial services companies 
will use the internet for 
deals by 1999 - compared 
with 13 per cent today. 

Mr Andrews said that com- 
puter trading could rob the 
UK of tax on both personal 
and corporate transactions. 
Tax would be “syphoned off 
to other countries or not 
paid at all”, he told the con- 
ference. 

The institute proposed a 
joint working party to avoid 
what it called a “massive 
leakage of tax”. He added: 
“We need to put our UK 
strategy in place before 
cyberspace trading gets out 
of hand.” 

Mr Andrews explained 
that companies could use 
programmed computers to 
buy and sell commodities in 
the cyberspace market. 
“Decisions and contracts 


previously made in the UK 
are made abroad as a result, 
and the UK Revenue loses 
corporation tax.” 

The allocation of profit to 
the different tax regimes in 
which multinational compa- 
nies operate is known as 
“transfer pricing”. It is 
recognised as an area in 
which many companies 
already artificially seek to 
avoid tax. 

Mr Andrews suggested 
that the UK could try and 
attract the location of “intel- 
ligent computer” operations 
by offering tax allowances in 
order to take advantage of 
the developing market 

On a personal tax level he 
said that when a consumer 
used a PC link ed to the 
internet to purchase certain 
goods from a supplier 
located in a tax haven - 
such as Bermuda - Customs 
& Excise lost VAT. 

The world's leading tax 
authorities are already 
engaged in efforts to secure 
their t a x bases against leak- 
age across borders. There 
are also fears that total 
global tax receipts could fall 
with the increasing use of 
tax havens. 

The Institute's warning 
will increase pressure on Mr 
Gordon Brown, the chancel- 
lor, to at least acknowledge 
the threat in his forthcoming 
Budget on July 2. 

The last government had 
launched a crackdown on 
tax avoidance, evasion, and 
fraud, which is currently 
being evaluated by the 
National Audit Office. “The 
chancellor was examining 
the initiative anew - now 
there is also urgent need for 
action on the cyberspace 
threat,” said Mr Andrews. 


I t is ironic that Mr Peter 
Darby, who has one of 
the most difficult jobs in 
the battle to tackle shortages 
in the water industry, is the 
son of a former London fire 
service chief 

As managing director of 
Folkestone and Dover, the 
only Tgn glisb water company 

judged at risk from short- 
ages across all its supply 
area, Mr Darby has even 
considered Imp orti n g water 
from France using pipes 
riocignod to fight fires in the 
Channel tunnel. The idea 
has - at least far now - been 
dismissed as impractical. 

The company, based 
around the south-east coast 
of England, htt» been on the 
look-out for radical solutions 
since January- That was 
when G6nferafe des Etfux, its 
French parent, was forbid- 
den by the UK Monopolies 
and Mergers Commission 
from bidding with Saur of 
France for the neighbouring 
Mid Kent company. One of 
their declared aims was to 
“optimise" scarce water 
resources in the heavily 
populated south-east. 

The very notion of water 
shortages in Britain, tradi- 
tionally seen as a rainy land 
where people love to moan 
about the weather, may 
itself seem a mystery. 

“The basic geographical 
situation is that Britain is 
one of the wettest countries 


Severn Trent, one of the 
biggest water supply compa- 
nies to England, has cat the 
rate of leakage from Its sup- 
ply system from 24 per cent 
to 16 per cent over t he pas t 
two years. Now it is putting 
the finishing touches to a 
computer model to find out 
whether ft was worth it The 
model is an attempt by the 
industry to work out what 
constitutes an “economic” 
level of leakage. Z ero leak- 
age is neither possible nor 
desirable because it would 
cost more than it was worth 
to achieve. Ofwat, the indus- 
try regulator, has chal- 
lenged companies to do 
more to determine what the 
optimal level of leakage 
reduction should be. 


Hugging the leaks 
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Global 
image for 
Britain’s 
national 



carrier 


By Michael Skaplnkar 
and Andrew Botger 


in Europe but the rain falls 
In the wrong place," explains 
Mr Terry Marsh of the Insti- 
tute of Hydrology. “The coin- 
cidence of the lowest rainfall 
in areas such as the south- 
east where population and 
commercial activities are 
most concentrated underlies 
Britain’s water resource 
problems." 

As part of a more ener- 
getic approach to industry 
regulation, the new govern- 
ment last month unveiled 
plans for companies to better 
manage existing supplies 
before building expensive 
and anviro nxnen taDy- damag - 


ing new reservoirs. These 
included “mandatory” 
animal targets for companies 
to reduce leaks, asking com- 
panies to repair custom e rs’ 
leaks free of charge and pro- 
mo ting use of water-saving 
devices. Companies have 
been set a deadline of today 
to respond to the proposals 
by Mr John Prescott, the 
deputy prime minister. 

But the biggest concern 
for many water companies is 
the government's pledge to 
oppose mandatory metering 
of domestic customers. 

Mr Darby says metering - 
charging according to 


amounts consumed, as prac- 
ticed by most industrialised 
countries - has cut leaks In 
some areas served by his 
company by 40 per cent. It 
bas cut water losses at night 
through leaks and careless 
use of sprinklers or taps by 
up to 80 per cent 
New properties are all 
automatically metered and 
most companies are forcing 
customers who own sprin- 
klers or swimming pools to 
install a meter. Folkestone* 
and Dover has gone one step 
further by making metering 
compulsory in areas with 
the worst problems. 


Where Mr Darby warms to 
the new government Is over 
its promise to review the 
antiquated licensing system. 
This governs where and how 
much water companies can 
abstract from rivers and 
boreholes. By historical acci- 
dent, 30 per cent of water 
supplies in the area served 
by Folkestone and Dover are 
licensed to neighbouring 
companies. Most licences 
were granted before water 
shortages became an issue, 
dividing companies between 
haves and have-nots. 


Ley la Boulton 


Cook raises new single currency doubts 


By Jamas Blitz, 

Pofitical Correspondent 


Mr Robin Cook, the foreign 
secretary, yesterday added 
new doubt to the prospect of 
the UK joining a single cur- 
rency in 1999. saying that 
"some very significant ques- 
tions" had been raised about 
the European monetary 
union - project in recent 
weeks. 

Fallowing the election of a 
socialist government in 


France and the Bundes- 
bank’s decision to rule out 
plans to revalue German 
gold reserves, Mr Cook said 
it remained “unlikely” that 
the UK would join Emu in 
the first wave of its forma- 
tion. 

Speaking on BBC televi- 
sion, Mr Cook reaffirmed 
that a Labour government 
could take s terling into a 
single currency in about 2002 
if the project had proved suc- 
cessful “I have always made 


it dear that if it proceeded 
an time and if it then proved 
a success then, in the long 
run. Britain could not stay 
outside,” he said. 

But on the prospects of a 
tingle currency being set up 
at an earlier date, he said: “I 
think one would have to say 
that the last week has raised 
some very significant ques- 
tions in the minds of politi- 
cians on the Continent as 
well as commentators within 
Britain." 


He said the UK govern- 
ment would carry out a 
“hard-headed assessment” at 
the end of the year over 
whether Britain should join 
in 1999, but added: “At the 
moment we think it unlikely 
that that assessment would 
point to us joining." 

Mr Cook stressed that the 
UK would not welcome the 
idea of joining a “softer 
euro” of the kind proposed 
by some politicians in 
Europe. The debate at the 


moment seems to be in dan- 
ger of polarising between a 
softer euro which would not 
be workable and a hard euro 
which would not be popu- 
lar," he said. 

Mr Cook’s comments came 
as Mr Gordon Brown, the 
chancellor, prepared to out- 
line the government's five- 
point plan to boost labour 
market flexibility in. Europe 
to a meeting of European 
Union finance ministers in 
Luxembourg. 


Travel industry enjoying fruits of building society conversions 


Windfall payouts boost tourism 


By Scheherazade 
Daneshkhu 


Mr Douglas Marsh, a 
postman working in London, 
has just spent £2,000 an a 
family holiday to Florida 
thanks to the £1,400 windfall 
he received from the Alli- 
ance & Leicester building 
society when it converted to 
a bank in April, Ms Frances 
Davidson, graphic designer, 
is planning to spend her 
EL00O Halifax windfall on a 
shopping spree in Cannes. 

Tm going to Cannes next 
week and I’m going to 
sashay into Thierry Mugler 
on the Croissette and buy a 
leather jacket - which I’ve 
always wanted to da" 

The travel industry is 
enjoying a good year thanks 
to the economic upturn, a 
rise in consumer confidence 
and £20bn of building society 
windfalls. 

Its fight for a larger slice 
of the payouts began last 
month when it put summer 
1998 holidays on sate - the 
earliest brochure launch 


The UK hotel industry can 
expect another buoyant year 
with prices for rooms, par- 
ticularly In London, con- 
tinuing to rise on the back 
of a supply shortage, accord- 
ing to a report released 
today, Scheherazade Danesh- 
khu writes. 

BDO Hospitality Consult- 
ing, the leisure consulting 
arm of BDO Stoy Hayward, 
the accountant, found in its 
survey of 355 hotels that 
average room rates rose by 
9-6 per cent to £55 last year, 
while occupancy rates rose 


by 4 per cent to 72.6 per 
emit Demand was bolstered 
last year by the Euro 96 
football championships and 
a record 26m overseas tour- 
ists. 

London did particularly 
brisk business last year due 
to heavy demand and a 
shortage of new lintels. With 
average occupancy rates of 
8341 per cent - dose to the 
historical wiaxlimnn - hotel 
operators were able to push 
through a 10.8 per cent 
increase in room rates to a 
daily average of £98.10. 


In the industry’s history. 

Last week Halifax, . the 
UK's largest society, 
increased the wealth of one- 
in-sdx adults by an average 
of more than £2,400 when it 
floated on the stock market 
That bonanza is set to con- 
tinue as Norwich Union, the 
insurer, and Woolwich, the 
building society, come to the 
market within the next four 
weeks. 

Mr Mike Beaumont head 


of commercial at Thomas 
Qook, the high street travel 
agent said that -the group's 
holiday sales last week 
jumped by 9 per cent 
compared with the same 
time last year from a 2 per 
cent increase the previous 
week. 

“We think the windfalls 
are having an effect” said 
Mr Beaumont, “but since 
Halifax members who sold 
their shares win have only 


just got their money, well 
have a better idea next 
week.” 

Mr Peter Shanks, commer- 
cial director at Going Places, 
the UK’s second largest 
travel agency chain, said 
that some people spent then- 
windfall before receiving the 
money. “We’ve benefited 
already because a lot of 
people have booked and put 
down a deposit in the know- 
ledge that they will have the 
money when it comes to pay- 
ing in fail " 

Thomson, the UK’s largest 
torn* operator, expected 
much mare to came. “People 
have got money to spend 
and they are spending it We 
are optimistic that the fun 
impact of the windfalls will 
come in the next six months 
by driving through holiday 
sales for the back end of 1997 
and summer 1998.” 

Sales of summer holidays 
are 12 per cent higher than 
this time last year and the 
industry expects the market 
to be up by about 6 per cent 
at the end of the summer. 


Low wages attract white 
goods maker from Italy 


By Peter Marsh 


Lower wage costs mean 
Britain is set to replace Italy 
as the biggest manufactur- 
ing site for Candy Elettrodo- 
mestid of Italy, one of 
Europe's biggest makers of 
white goods. 

The company is spending 
two thirds of its total capital 
investment this year and 
next year in the UK, 
attracted also by the expand- 
ing market in the UK for 
domestic appliances as well 
as the country's relatively 
low wage costs. 

Most of the investment is 
going into two plants ran by 
Hoover European Appliance, 
the loss-making appliance 
company acquired by Candy 
two yearn ago for £ 108 &l 

Mr Silvano Fumagalli, 
chairman and chief execu- 
tive of the privately-owned 
Candy, said Hoover had 
some “catching-up" to do in 
terms of improved automa- 
tion. Candy’s UK plants have 
productivity levels that in 


some cases are 25 per cent 
below those in the compa- 
ny's Italian factories, mirror- 
ing the UK’s generally low 
manufacturing productivity 
compared with other indus- 
trialised nations. 

However, Mr Fumagalli 
said this lower productive 
capability could be Improved 
through use of new machin- 
ery which, with the UK's 
generally low labour costs, 
gave a good platform for 
expansion. 

Investment this year and 
next in Candy’s UK plants 
will he about LISObn ($30m). 
Mr Fumagalli said it was 
“very likely” that Britain 
would leapfrog Italy as the 
company's biggest produc- 
tion centre by about the end 
of the century. 

Last year, Italy, where 
Candy has six factories, pro- 
duced 43 per cent of Candy's 
output by volume, with 
Britain accounting for 41 per 
cent In 1996, Candy’s total 
sales were about Ll,800bn. 
Accounting for about 4 per 


cent of Europe's $9bn-a-year 
domestic appliance industry. 
Candy is the ninth biggest 
supplier of white goods 
across Europe- 
The company’s invest- 
ments in Britain will mainly 
benefit its two Hoover facto- 
ries in Merthyr Tydfil in 
Wales and Glasgow in Scot- 
land, which make mainly 
washing machines and vac- 
uum cleaners respectively. 
Candy also has a refrigerator 
plant in Liverpool in 
north-west England. 

Britain already has more 
Candy employees than any 
other country - with 2J500 
out of the total headcount of 
(1500. Italy is the next big- 
gest country for Candy 
workers with 24200- 
Average labour costs, 
including employment taxes, 
are about 20 per cent higher 
in Italy compared with 
Britain. Mr Fumagalli said 
the UK’s low labour costs 
acted as a general disincen- 
tive for UK companies to 
invest in new machinery. 


British Airways Is denying 
tbat its new livery, to be 
unveiled tomorrow, repre- 
sents a rejection of the 
national carrier's UK roots. 

Instead, BA says, the 
design portrays the airline 
as a representative of a new 
Britain - cosmopolitan, out- 
ward-looking and at ease 
with different cultures 
rather than pining Tor its 
imperial past 

The colours on the newly 
designed fuselage will still 
be red. white and blue, 
although the section of the 
Union Flag that currently 
appears on the tail will go. 

In its place, aircraft tails 
will sport a range of 
brightly coloured art from 
different countries, repre- 
senting an airline and a 
country open to the rest of 
the world. 

The new corporate image, 
designed by consultants 
Newell and Sorrell, is the 
result of a two-year world- 
wide market research exer- 
cise costing £2m ($3 .26m). 

BA found that Its foreign 
passengers, who represent 
60 per cent of its customers, 
saw the airline as competent 
but said that it represented 
the old Britain. BA's ser- 
vice, the passengers said, 
was professional but 
reserved. 

The UK customers agreed. 

BA's livery, introduced 14 
years ago as the airline pre- 
pared for privatisation, 
seemed old-fashioned to 
many. They wanted the air- 
line to be more outgoing, 
spontaneous and - while 
still proud to be British - 
open to the rest of the 
world. 

BA says the new livery is 
intended to send a message 
to its staff too. Mr Robert 
Ayling. the chier executive, 
last year launched a pro- 
gramme to prepare the air- 
line for the new millennium 
and find savings of £lbn. 

He said tbat BA would be 
making 5,000 staff redun- 
dant and replacing them 
with the same number of 
new employees. Many of the 
new staff will be flight 
attendants hired for their 
language skills. 

Mr Ayling also told 
employees that any subsid- 
iary services which could 
not be delivered as cheaply 
by airline staff would be 
contracted out. 

Cargo and baggage staff 
have agreed to wage freezes, 
but BA's plan, to sell its 
catering business at Heath- 
row has led to the threat of 
a strike by 9,000 ground 
staff at London’s Heathrow 
and Gatwick airports. 

Ironically, cultural factors 
lie behind some of the dis- 
satisfaction over the sale of 
the catering business. Most ^ 
of the 1.200 catering work- H 
ers are of Aslan origin, and IP 
greatly value the subsidised I 
flights available to airline 1J 
employees’ families. v 

Acknowledging the impor- f 
tance of the issue. BA has 4 
offered to maintain cateringff^^ 
workers* entitlements 
three years after any sale. 
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The Financial Times plans 
to publish a Survey on 



Argentina 



on Tuesday, July 1 
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THIS WEEK 


T he French - many of 
them, anyway - are feel- 
tag pretty smug. it is the 
satisfaction of the six- 
stone weakling who stood up to 
the playground bully and 
exposed him as a figure of straw 
What next? Will the buret of 
slightly reckless sedition French 
voters displayed by turfing out 
an unpopular but reform-minded 
government against the py p w ^ 
wishes of a little-liked president 
provide the impetus to lift the 
country out of its rut? 

Stranger things have hap- 
pened. It is just possible the more 
expansionist policies prime min- 
ister Lionel Jospin's new Social- 
ist-led government would like to 
pursue will Instil the confidence 
needed to kick-start sluggish 
investment while sustaining con- 
sumer spending at the acceptably 
high level it reached last year. 
France's impressive trade surplus 
also leaves it well-placed to bene- 
fit from fester growth In other 
European countries. 


Flaws disfigure France’s pyramid 


But my hunch, sadly, is that 
fairly soon the old sullenness will 
return. For one thing , Jospin’s 
distinctly old-look Socialists 
appear to have benefited more 
from the electorate's nihilistic 
desire to teach the arrogant 
Gaullists a lesson than from any 
great affection for their vague 
policy proposals. 

For another, it seems to me 
that the general grumptaess is 
not just the result of stagnant 
living standards - although fes- 
ter growth and significantly 
lower unemployment would have 
a cheering effect 

In addition, there is the feeling 
that the traditional French model 

of society has its back against the 
wall in the face of mounting pres- 
sure from omnipotent "Anglo 
Saxon" mores and the develop- 
ment of immigrant communities 


DATELINE 


Paris: It is time for 
the French political 
classes to 
acknowledge their 
system’s 
shortcomings, 
writes 

David Owen 


seen by some as more resistant 
than previous immigrants to inte- 
gration. By booting out the rul- 
ing centre-right coalition, voters 
vented their spleen on a govern- 
ment widely seen as incapable of 


holding in check either of these 
“threats" to the French way of 
life. 

Indeed, by adopting what many 
French saw as an indulgent atti- 
tude towards the growing power 
of the markets and alien and 
unsettling concepts such as hos- 
tile/foreign takeovers and the 
induction of the profit motive 
into public service companies, 
Alain Jupp6, the defeated prime 
minister, and his hpnehmen were 
thought to be l ending a helping 
hand to at least one of these 
alleged forces of destabilisation. 

The Socialists shrewdly sought 
to tap intn such sentiments in 
their election manifesto. “The 
right wants to lead our country 
down the road of hard capital- 
ism”, they wrote. “When a com- 
pany announces lay-offs, the 
stock exchange soars: that is the 


logic of this capitalism.” 

So far, so ratio nal. The trouble 
is, by electing the left, voters 
simultaneously highlighted a 
structural flaw in the classical, 
well-ordered model they wished 
to defend. They have made the 
need for reform, to adapt the 
model to the modem world, all 
the more obvious. 

One useful, if not particularly 
original, way of regarding the 
structure of traditional French 
society is as a pyramid. Not the 
sheer-aided pyramid of the Lou- 
vre courtyard. But a stepped. 
Mexicaurstyle structure, consist- 
ing of layers that become smaller 
and smaller the closer you get to 
the top. 

Once the country's impres- 
sively meritocratic education sys- 
tem has finished with them, most 
French men and women have a 


The Monday Profile; Don Logan, Time Inc 

Programmer turned publisher 

A s befits a man who runs 

the world’s largest mag- 
azine company. Time 
Inc. Don Logan believes 


pretty dear idea of the layer they 
fpn expect to attain. And once 
there, they are, by and large, con- 
tent 

The foundations of this struc- 
ture have been under attack for 
some time. Pressure on big 
French companies to improve 
their competitiveness has helped 
to drive unemployment up to 
post-war record levels and 
deprive low-skilled workers in 
particular of the sort of blue-col- 
lar positions they saw as their 
entitlement 

That has prompted those worst 
affected to look for scapegoats. 
They have duly found them, in 
Jupp£'s discredited government; 
in the elite graduates of the Ecole 
Rationale d' Administration - the 
so-called “En argues” -7 whose 
standing can rarely have been at 
such, a low ebb; and in the coun- 
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try's immigrant communities, 
hosti lity to which W3S exploited 
by the far-right National Front to 
lift its share of the popular vote 
to 15 per cent. 

It iS worth rmHariinlng that L0 
the first round of the election. 
Jean-Marie Le Fen's party scored 
182,000 more votes than the DDF, 
the junior partner in the then 
ruling centre-right coalition. 

Now Jospin's victory has 
imposed on the structure a sec- 
ond apex. For the third time in 11 
years, a president of one political 
stripe will have to “cohabit” with 
a prime minister of another. 

Surely the time has come for 
the French political classes to 
acknowledge the shortcomings of 
the Fifth Republic's system, at 
least to the extent of somehow 
synchronising presidential and 
parliamentary elections. 

Or would that be interpreted 
by fixe country's cussed voters as 
another unacceptable importa- 
tion of the American way into 
their sacred national affairs? 


THE BRITISH EMPIRE 


A s befits a man who runs 
the world’s hugest mag- 
azine company. Time 
Inc, Don Logan believes 
in magazines, their power as a 
medium, and their endurance in 
the face of electronic competi- 
tion. 

But the large bear of a man 
with a soft Alabama accent who 
is at the moment president and 
chief executive of lime Inc, and 
is about to become chairman as 
well, goes further - much fur- 
ther. Print, he says, with only a 
touch of hyberbole to emphasise 
his point, will not disappear “in a 

million years.” 

Hie statement, accompanied 
with a smile, is given more 
weight by the feet that Don 
Logan is no effete publishing 
technophobe taking flight from 
the threat posed by the growth of 
the internet. 

A mathematican by training, 
the Time Inc chief executive is 
completely at home with comput- 
ers because bis first job in pub- 
lishing was as a data processing 
manager for Southern Progress, 
the Birmin gham, Alabama pub- 
lishers now owned by Time. 

Not only can he write com- 
puter code, but he was also vice 
president and general manager of 
the Southern Progress computer 
division when he was asked to be 
“babysitter" for the company's 
loss-making books division while 
they found someone new to run 
it 

“I found out that I liked it and 
was happy to get out of the com- 
puter business. We turned it to 
break even the first year and 
nicely into the black the second 
year." says Logan, who moved on 
to magazines and then to Time 
Inc’s headquarters in New York 
in 1992. 

Time Inc’s magazines from 
Time itself to Sports Illustrated, 
and from People to Fortune, are 
all available in electronic form on 
the internet - including daily 
breaking stories from Time jour- 
nalists. Logan regards it as R&D 
rather than a clear business 
opportunity - a way of groping 
towards an internet publishing 
business model. 

“We don't know of anybody 



who has a publishing model that 
actually works. I don’t know of 
anybody making money on the 
internet,” says Logan, whose 
division of Time Warner bad rev- 
enues of $4.1bn <££51bn) last year 
and a profit ofl3per cent 

“I believe the electronic revolu- 
tion is simply one new form of 
communications that will find its 
place in the food chain of com- 
munications and will not displace 
or replace anything that already 
exists, just as television did not 
replace radio, just as cable did 
not replace network television, 
just as the VCR did not replace 
the movie theatres,” says Logan. 

The problem is that no-one has 
managed to work out so far 
exactly where the PC and elec- 


tronic distribution of information 
fits on that ch a in . 

Time Inc is however going to 
do more R&D this year. It plans 
to pick one of its magazines 
which is not readily available 
outside the US - Sports Illus- 
trated. Entertainment Weekly or 
People magazine - and to make 
the full text available electroni- 
cally on subscription. Time will 
also look at something in the 
transactional area - perhaps 
offers from its Book of the Month 
dub. 

Logan is not sure yet whether 
the trick will be to aggregate 
electronic content under brand 
names or whether to “mine deep 
within vertical areas of interest” 
such as balling information on 


what every player in the major 
league did yesterday. 

Logan insists for now be has 
no time to worry about r unning a 
“mature" business. 

“Every time we even start 
thlnirtog about being mature, we 
have dozens of people rnmfng up 
with new ideas about new ways 
of generating growth and we see 
no reason to slow them down," 
says Logan. 

One important pillar of the 
company's strategy has involved 
extending gristing brands and 
spuming off new related titles. 

Time has launched Time for 
Kids, a special classroom edition 
of the weekly news magazine 
which now has more than L2m 
customers. People gave birth to 
Who, a spin-off for Australian 
readers, and also to In Style, a 
lifestyle Tnagatino for women 
which is now selling lm copies. 

Just as important has been 
what Logan calls “selective bind- 
ing” - special editorial pages 
inserted for those readers who 
would appreciate them. Forty 
times a year Sports Illustrated 
publishes a special Golf Plus edi- 
tion which goes directly to the 
500,000 Sports Illustrated readers 
who have identified themselves 

as golf fanatics. 

The more information there is 
out there in whatever form, there 
will be, Logan believes, a “flight 
to quality” with consumers 
choosing the brands that provide 
“analysis and context, believabC- 
ity and trust" 

Again, nothing much has 
changed. Logan, computer pro- 
grammer tamed publisher, tells 
the story of the founder of Time, 
Henry Luce, when confronted in 
1923 with the argument that 
there was too much information 
already and so no room for a 
weekly news magazine. 

In the prospectus for Time 
Luce w ro t e that its purpose was 
“to cut through the clutter of 
information we’re exposed to, 
and to try to make sense of the 
world.” 

That is what Logan thinks is 
the role magazines will continue 
to play in future. 


Raymond Snoddy 


The Union Flag is lowered for the last time in 
Hong Kong on Jane 30. Is that the end of the 
British Empire? - 

Certainly not. However, the British departure 
from Hang Kong wiQ reduce by about 97 per cent 
the number of Her Majesty's subjects in the colo- 
nies. (Colonies are now called dependent territo- 
ries, by the way.) When Hang Kong’s 6.2m people 
become Chinese, it wifi leave about ISOjDQO people 
in 14 separate territories dotted around the 
globe. 

Anything of any size left? 

There’s the British Antarctic Territory - 660,000 
square milwa of ice rock. It has no permanent 
population (forgetting the penguins) but has sev- 
eral scientific stations, and is invaded every sum- 
mer by scores of scientists and tochntrianR from 
the Cambridge-based British Antarctic 
Survey. 

The largest remaining in terms of population 
will be Bermuda - in the North Atlantic - with 
slightly more than 60,000 people. Then the Cay- 
man Talanrifl bag 32,000 people and Gibraltar 
28,000. 

There are several competitors for the inhabited 
territory with the smallest population. South 
Georgia, in the deep South Atlantic, has a small 
garrison of British marines. But the territory with 
the smallest permanent population is Pitcairn 
Island, half-way between New Zealand and Pan- 
ama in the Pacific Ocean. At the last count, the 
population of Pitcairn - whose inhabitants are 
descended from the Bounty mutineers - was 55. 

Is the Empire being run at a profit? 

Hardly. British aid since the start of the 1990s has 
amounted to cisam, thnwgb some local govern- 
ments complain that too much of that goes to 
UK-based consultants. 

A report last month from Britain’s National 
Audit Office estimated that future pension pay- 
ments to public servants in Hong Kong will cost 
the UK up to -£130m. Pensions of Spanish workers 
shut out of Gibraltar when the border was closed 
in 1969 will cost up to £L4Qm during the next 30 
years. 

The defence erf the Falkland Islands, invaded in 
1982 by Argentina, costs about £70m a year - and 
there is a £lbn military base there. 

There is some possible upside. The possibility of 
finding oil in Falkland waters has eyes lighting 
up at the UK Treasury. Trimble is, the afi reve- 
nues belong to the islands’ government, so White- 
hall has to negotiate a deal 

Any trouble spots left? 

There are disputed territories: the Falklands and 
South Georgia are claimed by Argentina, Gibral- 
tar by Spain and the British Antarctic Ter ri tory 


by ribfift and Argentina, thrmg h claims to the 
Antarctic have been frozen by international 
treaty. 

Some of the Caribbean territories - such as 
An guilla, British Virgin Islands, the Cayman 
Islands. Montserrat and the Turks and Caicos - 
have troubled Whitehall, because of their vulnera- 
bility to drag trafficking and money laundering. 

Wasn’t there same trouble recently on St Helena? 

Not much. There was. a bit of friction with the 
governor and some Saints, as the inhabitants are 
called. But the real problem is unemployment of 
20 per cent and the economic viability erf the 
island (population 5,700) is open to 
question. 

St Helena, where Napoleon died, is the most 
remote inhabited island in the world, which was 
why the British put him there. It is 70Q miles from 
the nearest land - and that's Ascension Island 
with 1400 people: 

It has no harbour and no airstrip, and is served 
by a Royal Mail ship, St Helena, which plies four 
times a year between Cardiff. Ascension, St 
Helena and Cape Town. (Once yearly, it also calls 
at Tristan da Cunha, population 300.) Several hun- 
dred Saints now work in Ascension and the Falk- 
lands. 

If there’s no wor k in St Helena,' 1 surely they can 
work in the UK? 

No. That right was stripped from all colonies in 
1981, essentially to stop Hong Kongers settling in 
Bri tain, in the euphoria after the Falklands War, 
Mrs Thatcher gave British citizenship back to the 
Falklanders and Gibraltarians, but not to the citi- 
zens of other dependent territories. Most don’t 
seem to care, but the Saints, none of wham would 
be there if not for the British, find it particularly 
gaffing. 

Whitehall is working an making it easier for 
them to work in the UK and to encourage recruit- 
ment by the Royal Navy. The problem with giving 
them proper British passports after the Hong 
Kong handover is that it would make the 1981 
legislation look extremely shabby. Perhaps the 
Labour government - in opposition in 1981 - 
would not feel so embarrassed about doing the 
honourable thing 

After July L will there be a time in the day when 
the sun is not shining on any part of the Empire? 

That depends on how you define it Because of the 
British Indian Ocean Territory - the location of 
the US military base at Diego Garcia but with a 
zero permanent population - strictly speaking no. 
But it will set in Pitcairn before it rises an the 
next inhabited part of the Empire - the UK 
itself. 


Robert Chote • Economics Notebook 




A fashion for independence 

The benefits of central bank freedom are by no means clear cut 
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The Bank of England’s newly 
independent monetary policy 
committee met for the first time 
last Thursday and Friday and, 
appropriately enough, celebrated 
by raising interest rates. 

In granting the Bank indepen- 
dent control over interest rates, 
Mr Gordon Brown, the chancel- 
lor, has shown himself a dedi- 
cated follower erf fashion. 

Since the late 1980s more than 
25 countries have increased the 

legal independence which their 
central banks enjoy and the UK 
is the last of the Group of Seven 
leading industrial nations to 
embrace this received wisdom. 

The theoretical justification 
for central bank independence is 
straightforward. Governments 
and electorates are assumed to 
desire both low inflation and 
high employment 

If the government promises to 

deliver low inflation, this 
encourages employees to accept 
modest pay settlements in the 
belief that the real value of the 
wages they bargain will not be 
eroded by unexpected price 
increases. 

Unfortunately, once ***** 
wage contracts have been 
signed, it is in the government's 
interest to break its promise. By 
; cutting interest rates and push- 
I ing up inflation, it can reduce 
the real value of pay settlements 
and increase employment tempo- 
rarily. Unfortunately, employ** 
will soon come to realise this 
and demand higher pay settle- 
ments in advance to compensate 
j for the inflation they have 
learned to expect Thdr expecta- 
tions thus become self-fulfilling. 

The political cycle causes a 


similar problem, hi the run-up to 
elections governments may be 
tempted to cut interest rates - or 
to avoid raising them - in order 
to put money in the pockets of 
voters with floating-rate mort- 
gage debts. Because interest rate 
changes take 18 months or so 
folly to affect economic activity 
and prices, the inflationary side- 
effects can usually be postponed 
until well after polling day. 

Professor Kenneth Rogoffi at 
the University of California 
(Berkeley), argued that these 
problems, could be resolved by 
handing control of interest rates 
to an unelected central bank 
with a longer-term time horizon 
and greater hostility to inflation 
than either voters or politicians. 

Appointing an independent 
central bank should have three 
consequences for a .country’s 
economic performance. First, 
inflation should be lower, 
because an Independent central 
bank will not be tempted to 
bribe the voters or spring infla- 
tionary surprises an wage bar- 
gainers. Second, economic 
growth should be stronger, 
because inflation supposedly 
deters investment and makes the 
eco no my work less efficiently by 
obscuring changes in relative 
prices. Third, an independent 
central bank should be able to 
reduce inflation at less cost to 
jobs and incomes because wage 
bargainers will believe its prom- 
ises and moderate their pay 
demands mare quickly. 

To test whether these theoreti- 
cal predictions are borne out In 
reality, economists have com- 
piled indices to measure the 
independence of particular cen- 
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tral banks. These are compiled 
from various criteria, such as 
the tenure of the central bank 
governor and the services it has 
to proride the finance ministry. 
Studies looking at the relation- 
ship between indices of central 
hank independence and eco- 
nomic performance have yielded 
a number (rf conclusions, not all 
of which accord with the theory. 

First, Independent central 
banks do seem to preside over 
tower toftatinm. According to one 
study of industrial countries in 
the 1960s, inflation averaged less 
than 5 per rant under the three 
most independent central hanks 
and more than 15 per cent under 
the three least independent 

But various economists have 
warned that this association 
does not necessarily imply cau- 
sality. Low inflation may be the 
result of enthusiasm for price 
stability on the part of the elec- 
torate or a powerful financial 


sector, which in turn creates 
political pressure for central 
bank independence. But in the 
absence "of these prior factors, 
boosting central bank indepen- 
dence may have little effect. 

Assume, for the sake of argu- 
ment, that central hank indepen- 
dence does cause tow Inflation. 
What impact does this have on 
long-term economic growth? Pre- 
cious little, according to the 
empirical evidence. There is no 
significant difference between 
the growth rates enjoyed by 
countries with independent cen- 
tral franks and those without. 

Advocates of Independence 
conclude that depolitldsing 
interest rate setting offers a 
“free lunch”, achieving lower 
In flation at no cost to real eco- 
nomic performance. But where 
does this leave the argument 
that we should pursue low infla- 
tion precisely because it stimu- 
lates investment and growth? 


Unfortunately, as Michael 
Sard of the Internationa] Mone- 
tary Fund lias demonstrated, 
there is no evidence that reduc- 
ing inflation below 8 per cent or 
so improves longrterm growth. 

The failure of independent cen- 
tral franks to stimulate growth 
may be disappointing and at 
odds with economic theory, but 
one might argue that their abil- 
ity to produce lower inflation is 
reason enough to adopt them. 
Remember, though, that reduc- 
ing inflation has a t empo r ar y 
cost, as unemployment has to be 
raised above its soc&Hed “natu- 
ral rate” for as long as it takes 
wage bargainers to reduce their 
expectations of inflation. 

People should reduce their 
expectations of inflation more 
quickly under an. independent 
central bank because they wDl 
have greater faith in its promises 
than in those of a government 
grabbing for votes. Nonetheless, 
four out of five recent studies 
have found that the temporary 
cost of reducing inflation is 
higher under independent cen- 
tral hanky than dependent rmpg 
That counter-intuitive finding is 
mirrored by evidence that inde- 
pendent central banks also pre- 
side over deeper recessions. 

' So much for a free lunch. If 
international evidence is any- 
thing to go by, Mr Brown’s deci- 
sion to abdicate responsibility 
for in t erest rates to the Bank 
will mean that more people have 
to lose their jobs in order to 
achieve his Inflation target than 
if he did the job himself. ■ 

“An Expensive Lunch". The 
Social Market Foundation 
(+44-171-222-7080). 
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MANAGEMENT 


A bloated Uncle Sam gets 


the slimming treatment 


It used to cost $400 for a US department to buy a $6 hammer. Linda Bilmes on 
how federal government is being reinvented along business lines 


R einventing government 
along 1 business lines is 
becoming a global fash- 
ion. From New Zealand 
to Sweden, governments are bor- 
rowing techniques from the pri- 
vate sector in an attempt to cope 
with rising costs, demanding con- 
sumers technological c hang e. 

Not surprisingly, the biggest 
laboratory for this experiment is 
the US. In the past four years A1 
Gore, vice president, has made 
the issue a top policy initiative 
with his National Performance 
Review. 

He started in 1993 by conven- 
ing a group of management 
gurus and chief executives who 
had successfully re-engineered 
large corporations. They told him 
the trich was to involve the fed- 
eral workers. In style and sub- 
stance, the review has imitated 
the business world, forcing big 
government departments to 
become more customer-focused, 

use competitive benchmarking, 
re-engineer their core services, 
and harness information, technol- 
ogy to Increase productivity. 

Hie review is one of few policy 
initiatives to have its origins 
abroad. When the US started the 
effort in 1993 it studied what 
other countries bad done, includ- 
ing Britain’s “Next Steps’* pro- 
gramme and New Zealand’s “Per- 
formance Agreements’’. 

Gore told the FT: “We've 
learned a lot from leaders such as 
Sweden and the UK, but they are 
also learning from us. The US 
effort is on a much bigger scale 
tbpn those in Europe, and is 
probably less ideologically 
based." 

America hac firmly taictm fha 

lead. Senior officials from more 
than so countries, including vice- 
presidents, cabinet ministers, 
governors and legislators, have 
travelled to Washington to see 
how it should be done. 

Working with David Osborne, 
management guru and author of 
two best-sellers, Reinventing Gov- 
ernment and Banishing Bureau 
ancy, the review issued its first 
400 recommendations for improv- 
ing government in September 
1998. A second round of 350 pro- 
posals was launched in 1995. 

The programme is aimed at 
making government agencies 
undergo a profound philosophical 
shift - to think about the people 
they serve as customers, and to 
work in partnership with those 
they regulate. 

According to John Kamensky, 
deputy director of the review, one 
of the secrets of the programme's 
success is that threequartere of 
the proposals did not need con- 
gressional approval By contrast 
previous attempts to reform gov- 
ernment depended almost 
entirely on legislative change. 
The review has been able to 
make Congress focus on a few 
“silver bullets" to improve gov- 



ernment across departments. 

One of these is procurement 
reform. Until recently, federal 
workers had to file a multitude of 
requisition forms - and await 
approval - for even the most triv- 
ial purchase. It cost $50 to pro- 
cess a request for a $4 stapler. 
The new system gives workers a 


federal “credit card” for small 
purchases. The review estimates 
that this change has saved the 
taxpayer more than $i2bn. 

Another silver bullet is a law 
permitting golden handshakes of 
up to $25,000 for employees who 
leave the government The aim 
was to encourage about 272,000 


employees to leave the federal 
payroll by 1909. Already, 2SDJXQ 
have gone from a workforce that 
peaked at 2^m in 1990. 

The self-styled Energiser in 
Chief is Bob Stone, a former 
Apollo engineer and Pentagon 
manager who pioneered reform 
at military bases. He and a tiny 


staff command an army of rein- 
vent ion-minded government 
employees. “Most of our staff are 
on loan from various agencies - 
ova* 800 have rotated through in 
the past four years.” says Stone. 

The main task has been to 
identify and reward innovative 
approaches. One toed for motiva- 
ting federal workers is the Ham- 
mer Award, usually presented by 
Gore. The $8 hammer, mounted 
on a plaque, is a reminder that 
the government used to spend 
$400 to buy each hammer. 

According to the independent 
General Accounting Office, 93 per 
emit of the review’s first tranche 
of proposals has been at least 
partly implemented. This has 
produced net savings of more 
than SlOObn and the smallest fed- 
eal workforce in 80 years. 

Inevitably, the review has had 
failures. For example, in 1993 
President Clinton ordered the 
federal government to cut the 
ratio of supervisors to workers. 
According to Doug Farbrother at 
the review, many agencies have 
made only cosmetic changes, 
such as eaifaig a supervisor a 
“team leader”. 

The review’s top priority now 
is to deliver more widespread, 
visible change to the public. “The 
challenge ahead is to move the 
whole effort from a series of 
experiments to how government 
normally ram,” says Elaine 
Kamarck. Gore’s senior policy 
adviser. Or, as Gore put it “To 
move from liberating single 
offices to liberating whole agen- 
cies and finally to liberate the 
entire federal government" 

Linda Bilmes is a management 
consultant who has worked with 
government organisations. Her 
book, Enlightened Employment, 
will be published next 
year. 







Indian Ocean 
Trading Co 


(home Love, 35, 
and James Hobbs, 
8S, founded the 
Indian Ocean 
Trading 
Company after 
jeogtng their City 
ir. compan y 
h an d retails, teak 
gardenfanzUttre. They hem two 
shops, injkzffiam ami Chester, 
and at annual turnover cf&m. 


deliver everything fiat packed, 
but our clients expect their 
goods to arrive In the condition 
they bought them. Pw often 
paid a fortune for furniture 
then spent a week putting it 
together, which Just isn’t 
righE'* 


An about turn for veterans 


O ne notable success has 
been the “reinvention” 
of the regional office 
serving war veterans 
in New York. 

“Veterans were unhappy with 
the whole way we were struc- 
tured,” says Joe Thompson, a 
Vietnam veteran who. runs the 
office. "We were set up like an 
assembly fine, with 25 steps to 
process a disability claim. When 
a veteran would phone in for 
information, he would speak to 
someone outside this process, 
who could never answer the 
question. It was enormously frus- 
trating. 

“In April 1993 the National Per- 
formance Review designated us 
as a ‘reinvention lab’. That gave 
us the freedom to be experimen- 
tal We went to IBM and ATT and 
saw that we needed to change 


our organisational structure, 
workflow, jobs, performance mea- 
sures and compensation systems. 
In four years we have done all 
this. 

“We created self-managing 
teams, eliminated half the super- 
visory positions, and shortened 
the process from 25 to eight 
steps. One person on the.team is 
the designated contact point for 
each veteran. We adopted the 
'balanced scorecard’ approach to 
measure performance, and we 
added In measures of customer 
satisfaction and employee devel- 
opment Now we’re trying to 
replace civil service pay scales 
with skill-based pay.” 

The result has been a signifi- 
cant fan in veterans’ enquiries - 
down from 2.000 to under 1,400 
calls per day. In a final twist, 
private companies, including Col- 


gate-Palmolive, have visited 
Thompson - seeking advice on 
how to re-engineer their own 
operations. 

Another success relates to the 
way regulatory agencies work 
with the private sector. Tradi- 
tionally, these agencies had an 
adversarial relationship with the 
industries they isolated. Inspec- 
tors assumed guilt unless inno- 
cence was proven. This approach 
was reinforced by internal perfor- 
mance measures. 

The State of Maine used to 
have the country's worst record 
of safety at work. Paradoxically, 
the local Occupational Health 
and Safety Administration was 
ranked as one of the best because 
it made the most inspections, 
found the most violations, and 
levied the highest fines. 

Armed with the reinvention 


badge, Osha. in Maine told the 230 
worst offending companies that it 
woald get off their bads if they 
would sit down with their 
employees to work out detailed 
safety plans. All but one of the 
companies agreed to the chal- 
lenge. The result was a fall of 
almost 50 per cent in the number 
of workplace injuries. . 


Information technology has 
also produced some remarkable 
successes. Miami Airport, the 
US’s second largest arrival point, 
used a combination of experi- 
ments to shorten the time an 
average passenger had to wait in 
the customs hall from three 
hours to under 45 minutes - 
while also increasing drug sei- 
zures by 60 pear cent 


Linda Bilmes 


Graeme: * 1 Jamie bad worked at 
Lloyd’s since leaving school; Pd 
spent five years working In 
corporate finance, so we’d 
basically grown tired of City 
Hfe. Our initial idea was 
. tmpor t/axport, even though we - 

had iw Idea of tiw product, only 
the country. 

At that time Britain was 
doing very little trade with 
Madagascar, which meant there 
was plenty of opportunity. We 
looked at lots of Ideas before 
coming across these huge 
canvas parasols. They were so 
well made that we knew 
instantly they’d sell in Britain. 

Oar City backgrounds helped 
as get started because we 
weren’t timid about investing 
our own money. I never 
thought, ‘Oh my God, a second 
mortgager I believed from the 
start that we’d be a success. 

In terms of responsibility, we 
naturally formed a dear 
delineation, with Jamie doing 
marketing and me the finance. 
We’ve probably disagreed most 
about his role because I 
couldn’t see the point in 
spending hugeamountsou 
advertising. In the end, he’s 
been proved right and we’ve . 
doubled oar turnover every 

year since we’ve been in ' 
business. - 

Although we both forte . 
administration, we share the 
problems of transportation. It’s 
a logistic nightmare trying to 
deliver assembled fhmiture. 
particularly as the majority of 
carriage companies are useless. 
It would be bliss if we could 


games: “We were Hka two 
adventurous, naughty boys at 
first We’d left good jobs to 
head off to Madagascar, so of 
course everybody thought we 
were potty. The exception was 
my father. He work ed as t he 
country’s honorary co ns ul, 
which was a great help because 
he had some terribly good 
contact names and addresses. 

In our first year of business 
we dW 40 exhibitions trying to 
sell not only parasols but other 
pieces of garden furniture. One 
of us would stay in tt» office 

manning the phOM, While the 

other would toad up the 
van. 


It was invariably raining 
when you set off and raining 
when yon packed up, which 
meant driving to somewhere 
like Harrogate, and bade, wet 
through. 

If we weren’t on the road, 
we'd be in the office coM 
calling, or thinking up whacky 
ways to advertise. I once 
organised & bicycle polo match 
at the HurUngham Club and' 
lined the pitch with parasols. Iu. 
the early days we’d exhibit at 
point-to-potnts because It was 
cheap and 1 knew the green 
welly brigade were our sort of 
customers. 

I think our wont time was a 
flower show we did in Miami. 
Graeme and I sat for four .days 
In boiling beat 1 think the only 
reason we got any otdm was 
because we were Dying the 
Union Jack. 

At least now we can employ 
other people, which means 
neither iff us has to do 
[exhibitions] any more.” 


Fiona Lafferty 



T he headline in last Wednes- 
day’s Daily Telegraph said: 
“Bedroom v boardroom: the 
Ronsan dilemma". The pic- 
ture showed entrepreneur Howard 
Hodgson in bed wearing nothing but 
a smug expression. 

I stared at the picture, transfixed 
by the padded headboard and the 
swagged curtains behind it. The 
point of the piece, however, was not 
to comment an Hodgson's taste in 
soft furnishings, but to suggest that 
I his relationship with a fellow direc- 
tor was connected to his being 
ousted from Rouson. 

Hodgson’s departure bad nothing 
to do with his affair with Christine 
Pickles, the company's corporate 
development director. At issue was a 
different sort of pickle - the finan- 
cial pickle the company is in. 

While the Telegraph speculated 
that the existence of a boardroom 
relationship had gone down badly in 
the City, I credit the City with more 
sense. Being romantically entangled 
with the people you work with is a* 
fact of business Ufa Think of the 
Roddicks, the Clintons, of Bill Gates, 
Michael Green - all have married 
colleagues. I married one myself, 
come to that According to surveys 
half the workforce has at same time 
had an office relationship. 

For the most part there is no prob- 
lem. Difficulties may arise if the cou- 
ple start to fight at work, or when 
the more senior of the two unfairly 
promotes their other half. But if this 
sort of thing is going on it suggests 
something more fundamental is 
wrong with the way that the com- 
pany Is being managed. 

This does not mean that Hodg- 
son’s sex life is of no interest, how- 
ever. The former funeral director 
and author of How to be Dead Rich. 
has sought publicity, and a natural 
response is to be interested in his 
succession of blonde partners. The 
private lives of business people may 
have nothing to do with their ability 


Sex may be interesting, 
but not significant 


FT telecoms -Wednesday, June 11. 

To stay in touch with gJobol d»vi*Icnrncnts in tli* telecommunications industry, particularly 
the imminent changes to opi-rnlmg practices acres?. Europe. yet the Financial Times on Wednesday. 


FINANCIAL TIMES 


No FT, no comment. 


Lucy Kellaway 


to do the job; but we are human too, 
and many of us can't resist gossip. 


The Labour party's first serious 
brash with business has not been a 
pretty sight. First it appears to mis- 
understand that Camelot is a private 
sector company that has acted 
according to its rules. Instead it 
feigns outrage and insists that the 
lottery bosses give their perfectly 
legitimate bonuses back - a cynical 
move designed to appeal to a nation 
of fat cat haters. Only then it all 
goes wrong, the lottery bosses 


threaten to resign, and Labour is 
forced to climb down with the not 
particularly face saving compromise 
that some of next year's bonus will 
be given to charity. The bosses will 
decide how much and be able to 
keep their generosity - or lack of it 
- a secret. On the bright side, the 
Government has recently hired some 
particularly smart members of the 
business world - Sir Pete- Davis, 
David Simon, George Bain, Martin 
Taylor, Dominic Cadbury. One hopes 
Labour's next brush with business 
will show a little more finesse. 


HE'S fi i TlG-ER IW 
the Board room." 
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Until last week I had never heard of 
flame-mail. Yet apparently these 
nasty, bullying e-mail messages have 
become a grievous office problem. 
Half of the workforce suffers from 
this new form of harassment One In 
70 have been so upset they have left 
their jobs as a result according to a 
report published last week by Novell 
UK. a software outfit 

The main culprits are bosses who 
send upsetting and demotivating 
electronic messages instead of deal- 
ing with underlings face to face. The 
result is alienation. So much email 
makes the office impersonal and 
employees waste hour upon hour 
sending and reading messages. 

I find this hard to take seriously. 
E-mail does not create bullies. If 
these fosses were not abusing their 
staff through e-mail they would be 
doing It in another way. 

And it is nonsense to suggest that 
e-mail is making offices less per 
sonal. E-mail encourages pleasant 
communication between colleagues. 
If you receive a message that makes 
you lough out loud your day te bet- 
ter for it. 


The latest non-subject to be vexing 
personnel directors fa that of Job- 
hopping graduates. Delegates at teat 
week’s Institute of Personnel and 
Development conference were told 
that one in three graduates quits 
their first Job within three yew 
which apparently casta British 
industry £3Q0m a year. Thja caused ■ 
head shaking, but it seems to to* 
that the turnover is on the low ride. 

Recruiting fa always an uncurtain 
business, and most graduate* do bo i 
know if they like something na*fl 
they haw tried It. U two out of to** 
graduates got the choice right ftest 
time, that seems like one of the Aw 
things that personnel directors cGuM 
actually feci good about. 
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Sloveni a is proving to be an unlikely centre for management education, says Jack Grimston 

A school with a view 

tries ** 2? e ® < ? 0< ?, iawee tato a refurbished villa at the revamped IEDC: “I want this to became just four places on the MBA course 
imnreasiw^SHp^ JUS?* mor * th ®!? k *® de 163011 Ked * the main east-west meeting place for busi- The content of lectures, says Purg. differ 

education than wJJS 8 ^ M5 * 5m new home will bring ness and one of the top five schools in little from what her visiting professors tead 


NEWS FROM 

CAMPUS 


F ew of the ex-communist countries of 
eastern Europe have made more 
Impressive strides in management 
education than Slovenia, and in par- 
tfcular the International Executive Develop- 
ment Centre there. 

B2)C was set up as the region's first west 
ero«tyle management school, just half an 
hour's drive north of the Slovenian » qri+sii 
Ljubljana, as recently as 10B6. But fa April 
this year, the school was accepted as one of 
just 18 European schools - including such 
famous names as Insead, in Fontainebleau, 
and IMD, in Lausanne - to pilot the Euro- 
pean accreditation scheme devised by the 
Brussels-based European Foundation for 
Management Development 
This should enhance the school's reputa- 
tion. Until now, it has baud little but reputa- 
tion to go on. 

The director. Danlca Purg, set up the 
school with furious networking, recruiting 
top-notch visiting faculty. Purg and her Cro- 
atian deputy, Nenad Fihpovic, are the only 
permanent staff teaching on IEDCs flagship 
MBA programme. The other 20 . are mostly 
from well established schools such as the 
Erasmus school in Rotterdam and IMD. 

William Cats-BarU, from Vermont Univer- 
sity in the United States, has been teaching 
at IEDC since 1992. “At first I came here 
because I thought I would be helping , Now I 
just love tt." 

IEDCs setting, up a leafy drive beside a 
neatly maintained manor house used for 
government receptions, is deceptive. It rents 
its classrooms from the hotel whose building 
it shares. This has constrained expansion 
plans but all is set to change next year when 


the school moves into a refurbished villa at 
the lakeside resort of Bled. 

This DM5rt>m (£2m) new home will bring 
IEDC out of the hands of Slovenia’s chamber 
of commerce and into priv a te ownership. 
The is Slovenian companies financing the 
project are likely to be joined by foreign 
multinationals later an. Permanent faculty 
will be recruited far major functional areas 
such as marketing, fin«nw» and strategy. 

Purg is straight about her ambitions tor 


the revamped IEDC: T want this to became 
the main east-west meeting place far busi- 
ness and one of the top five schools in 
Europe,'’ she says. 

IEDC is already reaching beyond Slovenia 
which has just 2m inhabitants. Around one- 
third of this year’s LSOOodd students w£H 
come from outside the country, mainly from 
framer communist countries. George Soros’s 
Open Society Foundation has filtered 200 
Romanian applicants for 



JUNE 10 

Animal Fats: BSE & After 

Scientific, industrial, agricultural, 
nutritional, medical and economic 
background, outlook, riib and 
opportunities. 10 presentations for 
diaet as io o of Mch nwi l and c oas nme r- 
related issues. Distinguish fans from 
opinions. reality from perception. 

An SCI event. 

Tel: 0171 235 3681 x 249-252 
Fax: 0171 823 1696 
ItaafccorimnttriKreinAdcnoiLCOjfc 

LONDON 

JUNE 12 

Proposed UK Food 
Standards Agency 
Open Foram to exchange views with 
UK Ministers, leaders of the food 
growing, manufact u r in g, distribution A 
retailing sectors, scientists, medics, 
engineers A lawyers a nd co asnmer 
n-pn-wwnTww -i him STI/IFST event 
Tel: 0171 235 3681x208 
Fax: 0171 823 1698 
Email: katcnlgcheminld cm oiLOPJifc 
LONDON 

JUNE 17 

Wotid 'Dade Development 
Conference 

CortdnuinQ protawionai development 
Mrilnar for tawytm-Dbeeiara and 



■Managing the duties of corporate 
Drnxxcrj-Minorky Shareholders- tender 
trading A Corporate Financing 
Tccfa n iiq u c»»Thc Euro Single Market A 
Single CurrencyTbc IMF A SDRS- The 
WorfJ Bank Group ■ Contact Caurdaw 
+44 181 558 6757 Fax +44 171 249 6309 
(Warn Hotel • Otynwi* • LONDON 


JUNE 17-18 
The Finance Scorecard 
This conference is designed to examine 
ways in which finance executives cn add 
value to the business. Case-study 
presentations from leading European 
tu pBmsn ms ensue practical advice and 
turn! facts in lhc iwcHhy con fe rence for 
rarinr fi nan c e ex e c u tive* 

Contact Mick Goyaor at Business 
Intelligence TO: 0181 879 3355 
Fax: 0181 879 1122 ELmaB: 

nnikj»\T>oiti’tw««e»»-inlefligcnce-Coaik 

LONDON 

JUNE 17/18 “ 

Understanding ‘fteasury 
Derivatives 

UigMy participative Sealing hi treasury 
market risks and derivatives used hi 
hedging strategics, practical exociros in 
trading techniques. For Corporate 
Treasurers, bank dealers, mar keting 
executives, systems and support 
p er sonnel. £550.000+ V.A-T. 

Ly wood David hw e ra aoon a l Lai 
Tck UK 44 10) 195956583) 

Fmv UK 44 10) 1959 565821 
LONDON 

JUNE 17-19 
Power-Gen Europe *97 
Laigesl event for dectridiy irakuay m 
Europe. Latest information on strategics 
and i rends in power industry, to 
conjunction with POWER-DELIVERY 
Europe. Over 200 speakers. 250 leading 
exhibitors. 6.000 attendees from 70 
countries. Ifigh levd utflity u.|atKintiw« 
from Central. Easm. VJfastem Europe. 
More information: PennWeB 
Tei: *31-30-2650963 
Fax: *31-30-2650928 

MADRID. SPAIN 


16*20 Jubk IntnMtBCtton to M 

Iwtasfiy Operations 

23-25 Joan IntnMtadliw to 
PMrataira Economies 
Th«H courses an tJtsJQoed as a 


operation* and aeonMnfcs. 1t» 
courses srevofaubta foe 
• Pvtietpenli from fta td> Industry ate 
require a braider PW*** 1 *■ 
(ajuUrysaciMtosanil ttn scoootroc 

- Futidtranis framflflincM ms 
conenercM comp anies. 
companies anti gownfitsK ^ 


sntltxxidsa «*6duc»ontolfi« 

tiyrynie tfldcomrnsrcbili+U^^uiw 

erne Marty. 

Ooaact PwHoe MV fl™ 
467 7100 F« *44 (0) 1 FI 255 1472 

IPW S1S3S London 


'IWG INfHtWB 
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Conferences 
& Exhibitions! 


JUNE 24/25 

Technical approach to FX 

trading . , , 

NEW course to develop abilities in 
forecasting rates and trading with the 
most popular chatting methods - using 
f Bp h in ti CMd technical analysis software. 
Healing simulation. For Corporate 
TteMuren. bad: deaden. ecoootnka and 
resear ch staff. £55090 + V.A.T. 

Lywood David fateuetkenl Lid. 

Tel: UK 44 (0> 1959 565820 
Far UK44 (0)1959565821 


JUNE 25 

Shopping 2000: Current 
Trends and Future Issues 

A Business Rcsesreh Briefing. 

A oae day seminar ran by die London 

Business School Information Service. 

For timber details ctxsacc 

Yasmin Gants 

Tel: 0171 262 3050 ext 3229 

Far. 0171 706 1897 

Email! infoserv®lbsJkmacJik 

LONDON 

JUNE 26 

WtakjTtade Development 

cnramnCfl 1 

Contenting pratadnw* dmataft neni 
noodnr lor Lawyer* Wraettm csd 

EnMtdhMHukfeUo 

•Manacfa* ridbaUunou oflabonr -Tnc 
DjO Catveptiou • rod die WTO and tbe 
^^^wratoiAcmpiey®. 



just four places os the MBA coarse. 

The content af lectures, says Purg, differs 
little from what her visiting professors teach 
at home. 

Popular courses include a general manage- 
ment programme for f unc ti onal managers 
moving up the ladder and short courses spe- 
cifically for Slovenian managers. Topics cov- 
ered this year include finance for non-firm n- 
cial managers and how to organise 
management buyouts - the favourite 
method of privatising local industry. 

In addition to these and tts shorter semi- 
nars, tin* school T r| ”k p,a about one third of its 
income from in-company courses and con- 
sulting, usually far c ompanies in Slovenia 
and neighbouring Croatia and for east Euro- 
pean offshoots of western multinationals 
such as Renault and ABB. 

The school's reputation also says a lot for 
Slovenia, its core market. A neat and stun- 
ningly beautiful Utile country , its prosper- 
ous western atmosphere belles its geographi- 
cal proximity to the bedlam which engulfed 
much of the former Yugoslavia, which Slo- 
venia left after a short war in 1991- 

The economy, hit bard by the loss of the 
Yugoslav market, has been growing steadily 
since 1993. Although the country still has its 
share of leather, metal and textile industries, 
firms such as drug-makers Lek and Erka 
and food-processor Eolinska are led by tough 
and experienced execu tiv es. 

Purg reckons that the future fix* Slovenian 
companies rests in knowledge industries 
such as computer software and in art and 

Initwefriwl Hurig n With tViia fn minri ) sho fg 

incorporating a gallery far the latest Slove 
niwn art in the school's new building. 
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JUNE 19 
EVA 

Thcx intensive ot»»4ay sankmrix&lcs the 
key inroes facing companies in 
implementing Economic Value Added 
(EVA). Joel Stem, ibe warier* roc og n iied 
authority on EVA. oadbei tbe practical 
steps towards EVA imo your 

company 

Contact Mick Qiynor at Business 
tetdKgenccTtt 0181 879 3355 Hoc 0181 
879 1122 EjniiLgaynorglbuiiness- 
jradBecnce.caidt 

LONDON 

JUNE 19 

Signing the Social Chapter - 
what does ft mean? 

Peter Agar. CB1; David Le*. TUG Janet 
Caymer. Sirotnoos A Simmons: Peter 
Martin, EEF; Robbie Qilbcrt. EPPA: 
Helen Leisa; DTL 

Ot gti sed by The Hanot Magazine and 
Enrapeu Public MBey Advfcm £300 
(discounts avadaWc) 

Clare GoidOK 0171233 1388 

St Enttins Howl. SWI LONDON 

JUNE 19 

WoeWTYade Development 
Conference 

CoMfemlno proWotfonai dovotopnwrt 
wotinor ft n- Uwr yara Ptroctora anil 
EncuHvNwrtMdi 
•Mnitigg human rights: GvB^Miiical* 
Economic- Social- Cultural-Human 
Rights of Women A Young Women* Anti 
Slavery-Torture A Gcoo dd o- f Yoedoto of 
Rdigioo A Bdk£> A European Court of 
Hunan Rig bn Jurisdiction A Case 
Precedents A Incorporation kno national 
kgd system Ooowet: Cerarolaw *44 181 
358 6757 Bx *44 171 2*96303 
HOtoo Howl -Otvnrola- LONDON 


JUNE 23 & 24 

The 2nd FT World Ahuntniun 
Conference 

Speakers confirmed for this evatt, in 
association with CRU intenutionol. 
include senior executives from Alcan, 
Gencor. Alumax. Peduncy Rhcnalu. 
Hoogovcns, Marubeni. bdaL Chtytiet 
Airbus Industrie. US Steel Group. CD 
Carbon. EOxm, US Department of 
EoagyFAJA HUNTER. CoontyNaiwest 
Securities Ansntta rod SIB. 

EnqtWks: FTConfcrences TH: +44 171 
896 2626 Fax: *44 171 89626960597 

LONDON 

JUNE 23 -25 
Fixed Income Securities 
• Government Bond Markets • 
Domestic Markon • Eurobonds - 
Issuers, Investors rod I n termediaries ■ 
Primary rod Se co ndary Markets - Bend 
Trading Strategies ■ Hedging and Bond 
Derivatives. 

3 DAYS £825 + VAT 

Contact: Fkirptncc Tel: 0171 623 9111 

Fax; 0171 623 9112 Internet: 

hBp^wwvtftir|daccxom 

Email: Bd*plx“6 , fi^n^ ,cej S95!kwwvw* 


Rttc Management 
Two one-day courees 

JtatoafedfcetoRHclfenaottNM 

1 

HakMdTtaMptt of MM* 

• Identify 

• Assess 

• Ptanfbrandmanaseelltluriste 
assocated wtti your projads. 

Relevant to afl business sectore red 
Industries. 

PMP courses are accredited by the 
Assodatiofi for Project 
Management (APM). 

Also bong held on 8 & 9 July 

GortadDhMbpe, 

r* -1- . mm . ■» ■ ■ - - 

rrapci ureflBiMM rro wwi 

Santa UL. 

Ikt 81 494 479 B 5 B f ar 0 MB 44796 S 1 
EreaftdceooOprafUriumi 

London n 171714*1 




JUNE 26-29 
German for Busfoess 

I wpy fa (^ mmiiiil f «iwi WnWiilp 

Wfc haw aeamd a new holistic method of 
teaching business German, (using 
accelerated learning, NLP and mental 
techniques). You will be a "German 
b wd o EJm executive, {V-nn™ d 

day -rod fcefingcomfonaNc doing *oT 
Infos FaxTTel (01527) 831274 or 
Fta 0049-721-704 231 
Hansctnld A PXnner 
REDDITCH 

JUNE 30 -JULY 3 
Corporate Credit Analysis 
Lending Officers, Credit Analysts, 
Risks A Credit Manager* A Internal 
Andltora. Coming:- ■ Environmemal 
Analysis • Industry Stability A 
Competitive Position • Management 
Assessment • Facility Structure • 
Problem Loans • Risk Rating Syrians 
£990 + VAT 4 DAYS Contact TFU 
Training Department Tel: 0171 606 
00844)171 600 2123 Ita: 0171 600 3751 
E-mail: Safcs(9tfiHnmnng4enMnauik 

LONDW 

JUNE 30 - JULY 4 
Introduction to Corporate 

Credit Analysis - Lsvol 1 

For junior lending staff. * Borrowers 
and their needs * Credit Analysis 
Techniques* MT.rid Batura* Ssrtt - 
Spreading. Ratios, Key Indicator* • 
Cashflow, Forecast*. Sensitivities • 
Business Plane. Debt Capacity. 
Covenants • Risks Analysis 
5 DAYS £1025+ VAT 
Contact: Fauplace ltd: 0171 623 9111 
Fox: 0171 623 9112 Internet: 

tmp-7/wvrvedairptocexscnn 

Shsflifisititiaoogifinxplset^og^jj^^ 


Soathwii Africa - Resoareas, 
investment & Trade 

IB. 


JULY 14-15 

FT Asta Bonds- Growing Rnd 
femme— rite 

Tipped for rapid growth, this conference 
examines tiro prospects of the Asian 
Bonds markets. Speakers from: The 
World w-*y Merrill Lynch. Moody’s. 
Minriny of Finance Thailand, Jakarta 
Stock ExcbmgBlndooeaia 

fVrtiw- Cwmi ,i i.r w<gw i tn* rvt+ww. 

Tkt (*65)323 6373 Roc (*65)323 4725 
e-<na38Bnnigd@peacra^aoLOonisg. 

BANGKOK. THAILAND 
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& 
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JULY 16 

Knowledge Management for 
Financial Sendees 

The Fhineiai Services mdoany is the 
cpnawssentM mdostiy for knowledge- 
based working. The requirements and 
e x perienc e s of tin* seraor are pro s me d 
by Ernst A Young, UNISYS. 
Kenmscenumn GBit. Sedccon Roland. 
Ddoine A Unde, Kndos, Knowledge 
A s s ocia t e s, CranfieM. 

UNICOM, n 01895 256 484 
£01893813095 

LONDON 


Conferences 
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Corporate Valuation 
Techniques 

?y rifewSng IWs 3 fey bahttag 
Coosa you wDl lawn the latest 
cunagidge isdniquesto bdp you 
succwsfuBytaddamy vahaMon, 
however complex. Going beyond the 

hmhmertato. Bss shanstl cotarw 
w» enhance and refine yoor easting 
vatuafiansMs, having you with tte 
ttffity to accurately vatae an anffly 
every ttea. There will abo be an 
optional post-course workshop or 
Economic Vhbe Added (EV9V) at the 
endofthecowsa. 

For farther Intanna tto n contact 
TWcySbriidatlFFaB: 

Ttt +44 171 344 3924 
Fax: *44 171 344 0083 


London 


sponsot 

An axceltent tot of speakers 
Indudes Lady Chaflcer; 

DonM Muttsho; Savin Rely; 

Sir Robin Renwicfc 

Dr Chris Sals: ZamWan MWster 
Tembo and Afisteir Boyd, 
CteffmanofSABA. 

tafomottaK 

Fonm SouDreni Africa 


JULY 14 

Public Private Partnerships 
under New Labour 
Endorsed by: CB1 

Speaker* inchafe: Geoffrey Robinson, 
Paymaster General. Re« Griffiths, 
Private Finance Fmd Executive. 

Two half-day itmacrive workshop* dm 
wQl draw upon and respMd to the 
cunent government policy review. 
Contact details: Miles Wigram or 

Rnwwh Thmlyn, Cemoar Conferences 
Tet 0171 2S7 5000 
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& 
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Exhibitions 


Coriorate Finance 


. A ' rl * » i 1 1 M ii 1 1 • •' I # 1 1 L-'fl' 


training uutrelnnn IFF «n indp 


and paptodng financial prahtems 
faced by business today. Help 
resolve your problems and benefit 

from aa authoxilaJive InsJgM into 
ttetate&tednlqiK&inmtis&id 


mmm 


effeohraly Bwiy dme. 
for fatter information contact 
Tracy Stand at IFF on: 

Tet *44 171 3443924 
Fax: *44 171 3440083 


LobKoo 


Implementfng Cram 
Derivatives 

Croft derivatives have finally come 
of age! Thair many applications 
have sthnulaiBd pmflcHons tint 
they wffl dwarf other dsrittUw 
products vrith more than $100 
bQBon trasacUons estimatBd by 
2000. This new training course 
from IFF takes you beyond the 
basics of credit derivatives and 
tackles the reality of imptomertliig 
ibsm into your derivatives and 
credil management strategles. 

For further irtiormaiion cortiad 
Tracy Siiand at Iff on: 

Tet +44 171 3443924 
Fax *44 171 344 0083 

©IFF 

London 

SEPTEMBER 25-26 
FT Asian Teiecoms - , 

Assessing Business 
Ventures 

Investing rn — l i ‘ im —i l iwi w i W i mm- j; 
pra w gi g ■iKun ruii, competition anolyris, 
imer-comeetioa, comparing digital 
KdhnoloKy standard*. 

Caomcc Ssnaatta Ledger FT Conferences 
Teh (+66)323 6373 Ita: (*651 323 4725 
realliangrl^pcBnspncoBijg. 

SINGAPORE 

OCTOBER 2& 3 

7he9BiFTWaridMofalB 

Oammuti utt ons 

Speakers include: Stephen Potit. Cable 
and WodeM, lOynynld Tk^nxna, NTT 
MeUe CamanricadeBl Nennak. John C 
Cetringm, MoUeSjnra i i«i n» iv» »a l r 
TbmasDufiy.Tk&aTUecam. 

Ccnt acc Sian Ft* 

TU: *44 171 8962626 
Pax: *44 171 8962696*72697 
e-mmk rianti^pearaoo-pnxcom 

LONDON 
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OCTOBER 14-16 
TdeConi Power Europe ‘97 
ComrooroM Th feeo misisilesdons 
for Electric UtflWss - Conlsrence 
A Exhibition 

Coturibators: EC. Notweb. Enertel, 
Eanyit, Aliaiel. Tel-Enmgo. EniteL 
Bayenrwerk Newom. RWE TUliance. 
Kynahu Electric Power. Yorkihire 
Ekmiay. 

ffigh level! PennWcO CAE, 

EQy KreSjke* Phone: *31-30-26 SO 963 
Hns *31-30-26-50 *28 
AMSTERDAM. NETHERLANDS 


Conferences 
& Exhibitions 


The Conference & 
Exhibitions page 
appears every Monday 
listing tbe latest 
Conferences, 
ExhibWnos, Seminars 
in tbe UK and Abroad, 

For information 
please contact 
Vtvtonne Eka 
Tet +44 171 873 3507 
Fax: +44 171 873 3098 


OCTOBER 22 & 23 
ComnwitaoNi Butt— Ponin 

On the eve of tbe 1997 Commaoweahh 
Head* of Gowgamen i Meeting dm major 
event, ar r an y -H by the Commoowealib 
Seoctwta the Btitidi Goremmca and FT 

Conference*, will provide a unique 
platform to farther develop node sod 
investment within the Commonwealth, 
bnigmg together c&Bhigmshed ipatto* 
Itangpv t niiiiwai HlaiiMgHL 
Coetact: FT Conferences 
Tel: *44171896 2639 

ta "4171 J9 ‘ W % NDON 
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Exhibitions 


OCTOBER 27 

The 2nd FT Diamonds 

Conference 

Birild m g on the success of die 1996 FT 
Diamonds co n ference, this year’s event 
will provide a high-level forum to 
review mining, fi nancing and mattering 
rod to (fis&tts trends In mdorco n a um cr 
markets. For farther details please 
contact Sarah Gibb. FT Conferences: 
7d *44 17] 896 2639 Fax *44 171 896 
2696. Email rarehgVpeanan-piOiCOin 
LONDON 

NOVEMBER 5 &6 
A New Century In Publishing 

This FT conference cocoes at a tone wboi 
the very nature of publishing is bring 
redifined. Speafcera indodcc The Rl Haa 
Michael Braetine MP, Nlgd Stnpinon. 
Reed Elsevier, Maxjorie Scardioo. 
Peanro pk, kfichad JLynton. Penguia 
Enquiries FT Conferences 
TO: *44 171 8962626 
Fax: *44 171 896269^2697 
eroaB: staa^peana+proxcm 

LONDON 

NOVEMBER 11 &12 
The9(h Anmnd FT 
Petro ch emic al Industry 
Conference 

Oiganiaed m assoristion with Oroiri o ri 
Matters, the 1997 FT Petrochemical 
Industry conference will review 
developments in world markets and 
challenges facing this key industrial 
recta: For father deads please contact 
Sarah Gfeb. FT Conferences: TH *44 
171 896 2639 Fax *44 171 896 2696. 
E-mafi nEahg@tpeanca-proyCom 

LONDON 
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C^Dap^tition 


yr Wdh piriroIetHn and . 
fias decWed to eDdow a . 

ciWrinKuinwn ; 


at Fraftalnebleau in 
France. • ' . -.‘y 
' Tfie endowm ot was. 
instigated Tfhen SrDavid 


graduate fromlnficad, was . 
rhahrown at BP. Last - 

month Sir David was 
appotuted minister for 
trade and competitiveness 
in Europe in the UK’s ; 
Labour government. Insead 
professor of strategic *' 
ipaiinymairt Kn rftl Cori,i$ 
flr «t jnrnnrlwirt pfflw 

.posttto*u*‘.y" 

Inscad: Franc* J 60 724000 1 

Students set a 
“green”iiurdle 

In aBtii to pnddxice 
“greener” bp^ness folk, - 
the WorldBustdess 
Couucfl fraSnstainable 
DeyritaMtlnu got 
together witfistirieiits 
fiojcaMnyfn Boston, and 
the Nore^jan School of • 
Managemen tto devdop an 
to tfea rit hAB9d fftraagnt 
examinatioDU - - 
TheSustainaWe Business 


Challenge (SHOE) fB • 
a multiple choice test frar 
fhose who wish to acquire 
the business basics on 
sustainable devekfliinait 

An hifhrmHtfnn bridiUS'- ■ 

for the test is also posted 
■onlheirdornetandfeose - . 
.who pass the eaoun receive 
a certificate wtddi can be ■ 
mentionedon job . 
applications. 

The briefing and test 
were posted on the internet 
on June 5, the UN • 
environment day. They 
win remain available until 
December. 

SBCB »s of htxp:H 
,tam>Mbcsd.chlfow Kterfon 

New dean for . 
Katz school 

The Kata s&ool of 
business at the university 
of Pittsburgh has 
appointed Frederick ! 
Winter as the schoors next 
dean. Whiter wfll take over 
tram interim dean Andrew 
Riair from July L 
Whiter, cnrrently dean of 
the management school at 
the state university of New 
York at Buffalo, is a 
specialist fn marketing 
strategy, market - • 
research and market . 
segmentation. 

Katz: US, 412 6248252 


ESSEC meets 
the most exclusive 
American standards 


LUtKlsI 




We would like to thank: 

•the AACSB for recognizing ESSECs unique 
contribution to management education, 

• our 14,000 students and alumni who can 
each take pride in ESSECs recent AACSB 
accreditation, 

• our faculty for their outstanding academic 
and research achievements, 

• our staff for their relentless pursuit of 
quality, 

• the major international corporations whose 
partnerships favor our direct involvement 
in the business community, 

• the Versailles Val d'Oise-Yvelines Chamber 
of Commerce and Industry for their 
on-going support of ESSECs international 
development 

For further information on ESSECs programs, 

please contact 3ane Triaureau 

Tel: 33 1 34 43 31 25 - fax: 33 1 30 38 98 98 

E-mail: triaureau@edu.essec.ft 

Web: http://www.essec.fr 


xccrr 

ljjlL/ 
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LANGUAGE COURSES 


ii 3 REGENT 


LANGUAGES 
FOR BUSINESS 

• Tttknd tutor fcr butimss people 

• Courses far Mridusls end groups 

• In company or at or centres in 
Union, Oxford, Brighton and Kent 

• Expert texting in over 40 
bngwgej indafeg EngSsli 

Races linatinN 
5Pri^rattLMtiMWP9FB 
TWepbonc 0171 637 8041 
Fax: 0171 580 0122 . 


RUSSIAN 




in SL Petersburg, Russia 
tM/wwwjpbju/sAicaceim 
“Pure RUSSlANr Courses: from 
Bagkwmm to Profiotency: General, 
Buebiess, Exacuttyeand Special 
Courses; Accommodation, Visas 


ki; =1 


Call: 812 -2741220 
812 -2741528 (Fax) 

Itatitei In kflpBriri Oapbl of Ffeta 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customers language 
have made the 
difference ? 


Did your last meeting overseas go as wed as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who did speak the language of the customer ? 
Dont let ft happen again - 

Call BERLITZ for datalle of 'Doing Busmess in’ 
French/Garman/Spanlsh NOW on 

0171 -915 0909 
0191 - 643 4334 
0161 - 228 3607 
1 - 226 7198 

Helping the World Communicate. 



To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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ADVERTISING 


The haredim 
singled out 
for hard-sell 


Ad in the News • The Rover 600 


mi do 'iv irmn 


Hostage slips 


Campaigns aimed at the devout 
respect tradition, says Avi Machlis 



W hen Pepsl-Cola was 
launched in Israel in 
1992 with a campaign 
depicting human evolu- 
tion from ape to Pepsi drinker. 
Israel's extremely devout ultra-or- 
thodox religious Jews were furious 
a nd eventually boycotted the drink. 

By c halleng in g their anti -evolu- 
tionary views, Pepsi bungled an 
opportunity to penetrate Israel’s 
most rapidly growing market. They 
were not alone. Many Israeli compa- 
nies were at loggerheads with the 
religions groups, who often set bus 
stops on fire which displayed adver- 
tisements featuring bikini-clad, or 
even bare-armed, women which they 
considered immodest. 

Five years later, Israeli companies 
are avoiding confrontation. The les- 
sons they are learning are relevant 
for companies entering emerging 
markets with large traditional popu- 
lations. ‘There are traditional people 
all over the world who don't react 
positively to ads featuring scantily- 
clad men or women drinking a cola,” 
says Daniel Carasso, Israel analyst 
for Union Bank of Switzerland. 
"They say ‘I don't want to he that 
person' and it distances tiuan from 
purchasing. In Israel, the religious 
market is a tremendous market that 


has been totally ignored.” 

The ultra-orthodox, or hared* pop- 
ulation has nearly doubled since 
1990 to about 600,000, or 10 per cent 
of Israel's population. Yehoshua Lie- 
berman, an Israeli business profes- 
sor, says their annual spending 
power on non-durable goods is about 
Shk3.3bn (£600m) and will rise to 
Shk4.6bn by the end of the decade. 

Consumer spending per head is 
much lower than the Israeli average 
since most haredi families are large. 
But more than 40 per cent of their 
money tends to be spent on products 
such as food. 

Blue Square, Israel's largest retail- 
ing chain, has three large supermar- 
kets in ultra-orthodox areas. “Such 
stares did not exist in the orthodox 
sector before we entered two years 
ago," says Jacob Gelbard, Blue 
Square's chief executive. 

You won't find European brands 
in these stores, since the ultra-ortho- 
dox adhere rigidly to kosher dietary 
laws. But religious items such as 
ritual candles and prayer shawls line 
the shelves alongside products 
stamped with eight different kosher 
certifications. 

These stores have recorded higher 
sales per square meter than the 
chain’s regular supermarkets. 



T he British- ad Indus- 
try sometimes has 
an aberration of 
taste so painful that 
it leaves one gawping at the 
television in disbelief. Fortu- 
nately such lapses are rela- 
tively rare in a business that 
prides itself on seif-regula- 
tion. Unfortunately, the new 
Rover 600 commercial was 
one such moment. 

Rover has been forced to 
withdraw the ad and apolo- 
gise. It had never, said the 
company, intended the ad to 
be controversial. 

Certainly there was no vio- 
lence in the ad* not even 
implicit; there was no lout- 
ish behaviour, there was not 
even any sex. It was simply 
poor taste. 

Briefly, a British hostage 
was released from long-term 
captivity in an exchange. 
Still blindfolded, he was bun- 
dled into a new Rover 600, 
and met by a “welcome 
back, sir" from a Foreign 
Office minion. Meanwhile, 
his former captors whooped 
and hollered atop a battered 
old lorry, delighted to get 
their man back. 

Our hostage was oblivious 
to his welcome. Still blind- 
folded, he was too busy feel- 
ing, caressing even, the 
leather upholstery of the 
Rover's interim:. In a scene 
or extraordinary crassness, 
he lifted the blindfold from 




Screen ads are unnecessary; the ultra-orthodox are forbidden to own TVs 


Other companies have simply tai- 
lored their advertising messages in 
separate campaigns. 

Rachel Bolton’s «man advertising 
agency in Tel Aviv alma exclusively 
at the ultra-orthodox for several 
leading Israeli companies. “The 
needs of these consumers are com- 
pletely different,” she says. “Depict- 
ing a product as being *in’ or ‘cool’ 
simply doesn’t speak to them.” 

The Wissotzky tea company, for 
example, ran a national camp aign 
with exotic scenes shot tn Asia. “The 
haredi community doesn't want to 
feel the Far East entering their 
homes,” Bolton explains. Her ad 


shows three bearded men studying 
the Torah. 

Tradition also helps keep costs 
down. Television ads are unneces- 
sary, since the ultra-orthodox are 
forbidden to own televisions. 
Instead, inexpensive ads are placed 
in haredi newspapers. Foster-boards 
are popular in their insular neigh- 
bourhoods. 

And although the ultra-orthodox 
seek a life isolated from the secular 
world, they want new products. 
“Many customers say we have done 
them a favour,” says Gelbard. “Far 
the first time, someone is asking 
them to come in and shop.” 


one eye. and breaks into a 
big grin because now he 
knows he really can 
relax. - 

I wish I bad made this up 
- or was exaggerating. But 
that was it in its full infamy, 
n was actually even worse 
on-screen because the heavy- 
handedness of the direction, 
and Handel’s Largo on the 
soundtrack, compounded the 
folly of the script 

And. of course, there was 
the customary portentous 
voiceover informing us: 
"We’ve engineered the Rover 
600 to be a haven of calm 
and tranquility. Once experi- 
enced, It's never forgotten." 

How could this ad have 
slipped by the countless con- 
trols within client, agency 
and industry watchdogs to 
ensure that commercials like 
this do not hit our screens? 
How could an ad that unin- 
tentionally made many 


The leap between 
advertising 
strategy and 
finished 


commercial was 
risible 




people wince on first view- 
ing have slipped through so 
many taste sensibilities? 

Let's try to be fair to 
Rover, and its advertising 
agency, AP Untas. If you- 
watched last year's fasdnat- 
ing BBC2 documentary 
series, “When Rover met 
BMW”, you will know that 
the company agonises in its 
attempts to find something 
to say about its unremarka- 
ble cars. 

The quality of those cars 
has nevertheless come on in 
leaps and bounds during the 
past decade, but it is difficult 
to convey such a turnaround 
to a public that has a long 
memory. As that documen- 
tary showed. Rover plumped 
for a certain quality of “Eng- 
lish ness” and “relaxed 
motoring" as marketable 
brand propositions. 

The previous “Englishman 
in New York” Rover 400 ad 
made some sense of this 
idea. 

In “Hostage”, however, the 
leap between advertising 
strategy and finished com- 
mercial was risible. What 
must the German bosses at 
BMW, responsible for the 
benchmark in understated 
adver tising , have made of 
this boorishness? 

The author is editor of 
Campaign 


Stefano Hatfield 


A re you a “sensualist” or a 
“sleepwalker” when it comes 
to choosing a yellow fat to 
spread on your bread? The 
marketing team at Unigaie. whose St 
Ivel subsidiary is heavily involved in 
the competitive yellow fats market, 
has identified 10 categories of consum- 
ers in the s t ruggl e for market share. 

Manufactur e r s know consumers pre- 
fer to spend as little time as possible 
at the butter and margarine counter. 
So they are investing heavily on inno- 
vation and marketing to make their 
brands stand out 

The mature market has become one 
of tiie most brand-led in the grocery 
field, with at least 20 brands compet- 
ing against each other and the super- 
markets’ own-label versions. 

“If you’re not launching new prod- 
ucts, you're losing market share,” says 


MARKETING 


Sleepwalkers jostle the sensualists 

Alison Maitland maps the increasingly competitive UK yellow fats market 


Brian Cardy, mawagfag director of St 
Ivel Chilled Products. 

St Ivel’s “sleepwalkers” are a large 
group who clearly find all thin confus- 
ing and stick to what they have always 
bought - not the best targets for 
advertisers. 

“Dieting masochists” opt for the 
lowest-fat margarines. "Health techni- 
cians” choose products high in essen- 
tial fatty adds recommended by medi- 
cal experts. “New naturals” are keen 
on products made from olive oxL 


But it is the “sensualists” over 
whom the yellow fat manufacturers 
fight most fiercely. These consumers 
have led the trend away from the 
health preoccupations of the 1980s to 
the preference in the 1990s for prod- 
ucts with a "buttery” flavour but less 
fat than the real thing. 

Dairy spreads, made from vegetable 
oil and buttermilk, are the fastest- 
growing segment In a £900m butter 
and margarine market that has 
declined in. volume by about 2 per cent 


this decade, according to market 
researchers AC Nielsen. 

Priced higher than margarines but 
lower than batter, dairy spreads have 
captured about 83 per cent of the mar- 
ket by value - a share second only to 
that of soft margarine, with 35 per 
cart but faffing: 

The market is dominated by Uni- 
lever’s Van den Bergh Foods with 44 
per emit. It is followed by Unigate (the 
company’s annual results are 
announced today) whose St Ivel took 


over Kraft’s European spreads busi- 
ness last year to give it 25 per cent. 
Dairy Crest has about 12 per cent 

Despite Van den Bergh’s preemi- 
nence, Dairy Crest launched dairy 
spreads in 1984 with Clover, still the 
leading brand. Van dim Bergh replied 
five years ago with I Can’t Believe It’s 
Not Batter and St Ivel launched 
Utterly Butteriy in 1995. 

Entering this jostling market can be 
an expensive and painful business. The 
advertising spend on margarine and 


spreads is the highest In the dairy sec- 
tor at £25m-£30m a year, according to 
Key Note, market research publishers. 

Van den Bergh has so Tar spent 
about £5m marketing Dalesby’s, its 
premium-priced, “traditional" spread, 
launched last autumn. But it has 
gained only a 3 per cent share or the 
sector. Guy Walker, chairman of Van 
den Bergh, admits disappointment but 
points ont that well-known brands 
Flora and OUvio both needed a couple 
of years to take off. 

Differentiation also seems never-end- 
ing. St Ivd brands are being given 
new packaging and I Can’t Believe It’s 
Not Butter is being relaunched with 
emphasis on taste and texture. 

Clover, on which Dairy Crest spends 
about £l2m a year In total marketing 
support, underwent a packaging rede- 
sign last year. 
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We have solidity... 
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A good memory.. 
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Histaiy... 


And, ever 
increasing agility. 


The Portuccl Group is 
qualified to compete with 
agility on the demanding 
international markets. The 
Group has an autonomous 
organization, in which the 
different activities, from the 
forest to the manufacturing of 
pulp and paper, are guaranteed 
by distinct companies. Each 
company has its own clients, 
competitors, goals and aims. At 
the same time , Portucel SGPS , 
the holding responsible for 
defining the general objectives 
and strategies of the Group, 
guarantees the convergence of 
each company's objectives. It is 
not by chance that we are the 
largest European mamrfacturer 
of eucalyptus pulp for paper. 
As, it is not by chance, that we 
are one of the largest European 
exporters, selling 75% of our 
production to world markets. 
All this is the result af a 
responsible and flexible 
organization. An organization 
that measures up to one of the 
most important realities of the 
Portuguese economy, with a 
strong international vocation. 

A solid group of companies 
with a light structure, in order 
to reach farthest and faster. 
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On and after 


9th June 1997 



Standard Chartered Bank’s 


Fed ep with fishing 
for hisiness information? 


Base Rate for lending 
is being increased 


from 6.25% to 6.50% 


Standard Chartered Bank 


Head Office: 1 Akterm anbury Square, London EC2V 7SB 
Tel 0171 280 7500 - Telex 885951 


FT liscovery. 


BASE RATE CHANGE 


! instant way tn hook the 
information yea need. 


Union Bank of Switzerland, London 


announces that 


with effect from the close of business 


on 6th June, 1997 
the Base Rate was increased from 


Do you vast* time searching for the right information? There 
is a solution ■ FT Discovery. For company information, business 
news, real time news and much more. It couldn’t ho easier. 
Simple to u so. Online. At your desk. At a fixed price. 

So if you want to stop fishing, call the FT Discovery infor- 
mation line on +44(0) 171 826 8000, email, ndiscoverymcwo 

or fill in the coupon. 
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Evolution is pan of our nature. 


Union Bank of Switzerland, FO Bex 428, 

100 Liverpool Street. Usodon EC2M 2RH. 
Incorponmi in Switzerland with limited liability. 
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House & Garden this month celebrates 50 years of bringing good design to a wider audience 
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A half century free of ‘fluff 

House & Garden, once full of tips for coping with austerity, has rising sales 


H ouse & Garden, 
the up-market 
magazine which 
has specialised in 
bringing good design to a 
wider audience, marks its 
half century this month with 
a celebration of British 
design during the past 50 
years, writes Raymond 
Snoddy. 

In the 1940s, the magazine 
explains, it tried to be “a 
stylish source of inspiration 
for coping with austerity" 
with a slant towards practi- 
cality and improvisation 


(although CecQ Beaton was 
featured “at home" in his 
1820s bouse). 

By the early 1950s such 
well-known British designers 
as Terence Conran and 
David Hicks made their first 
appearances and in the 1960s 
John Fowles - “doyen of the 
Eng lish country house inte- 
rior" - rubbed shoulders 
with Michael Heseltine and 
Us bride in their first home, 
David Hockney, Jean Muir, 
Mary Quant and Twiggy. 

By the 1970s Jan Kap&cky 
and Richard Rogers were 


advocating their own brands 
of modernism at the same 
time as John Makepeace was 
spearheading a new age 
of craftsmanship in 
wood. 

I n the 1980s “chintzes, 
t oiles de Jouy, swags, 
tassels, stencilling, stip- 
pling, mar blin g , Biedfir- 

meier, candle-shades and 
Agas became 'best-sellers’." 

In the present decade. 
House & Garden believes, 
the trends include simpler 
versions of the country- 


house look and “beefed-up 
inter pret ations of Minimal- 
ism.” 

The present editor Sue 
Crewe, who is only the 
fourth in the magazine's his- 
tory, describes herself as the 
typical House & Garden 
reader. “I am aware and pas- 
sionate about how I live. I 
garden. I cook. I travel. I go 
to exhibitions and I am care- 
ful about what I pay for 
things." 

She came to magazine 
editing via running a dairy 
farm and later freelance 


writing. She was also in 
charge of Jennifer’s Diary in 
Harpers & Queen magazine 
for a year. 

Crewe insists that House 
& Garden Is not a “fluffy" 

mapniiw “We accirmp OUT 

readers are informed, not 
experts. But we don’t protect 
them from the proper 
names of plants, for 
instance." 

The concept appears to be 
working rat he r welL Circula- 
tion - which was 150,000 
when she took over - is now 
at a record 167,000. 


TELEVISION 


India’s DTH satellite TV grounded 

A broadcast bill has left installation engineers in limbo, says Mark Nicholson 


T he satellite is up, 
the installation 
engineers are 
trained and ready, 
the customer service staff in 
place, the glossy brochures 
printed. Indian Sky Broad- 
casting has even taken out 
full-page press ads to intro- 
duce a new concept to India 
-direct-to-home satellite 
broadcasting. 

But they are kicking their 
heels in the wood-panelled 
Delhi offices of ISkyB, the 
Indian DTH associate of 
Rupert Murdoch’s Star TV. 

The 180 ISkyB -draff have - 
been ready for weeks to 
launch a $300m (£l84m) oper- 
ation to introduce India’s 
first DTH TV service. DTH 
means subscribers draw 
channels from their own 
small satellite dish and 
decoder box. But according 
to Urmila Gupta, executive 
director of News Television 
(India). Murdoch's Indian TV 
joint venture: “Our main 
worry is holding on to these 
people we’ve carefully hired 
and trained." 

The delay is a result of the 
Indian broadcast bill, tabled 
last month, which would 
require the licencing of all 
foreign satellite broadcasters 
into India. 

It would force all such 
channels to originate their 


si gnals within India and it 
would also force DTH ser- 
vices, like ISkyB’s, to bid 
competitively for licences. 

The bill, before a parlia- 
mentary committee, may be 
amended next month. But 
only once tire bill is finally 
passed and a new indepen- 
dent Broadcast Authority is 
created wiQ any licence bid- 
ding process even begin. 

The bill has brought to an 
indefinite halt plans by 
ISkyB to roil out a DTH ser- 
vice which its executives 
believe could have reached a 
break-even audience of lm 
subscribers within four 
years. The company expec- 
ted 150,000 viewers - mainly 
affluent city dwellers - on 
its books by the end of this 
year. 

It has also raised a host of 
new questions for ISkyB, 
such as how much a new 
licence would cost, and how 
much would have to be 
added on to its envisaged 
subscription fee. 

ISkyB is aiming at a 
wealthy niche market. DTH 
viewers would at first have 
to pay RslO.OOO ($279) for 
dish and decoder (about half 
the cost of the units, subsi- 
dised by ISkyB) plus 
monthly rental of Rs499. 

Tfre package of channels 
would include movie, sport 


and educational channels in 
addition to the 33 channels - 
like Star, CNN, ESPN, Sony 
Entertainment. Home TV 
and others - which have 
beamed into India for the 
past six years. It would very 
likely have included India’s 
first 24 hour indigenous 

news channel . 

The DTH package is much 
pricier than cable, which 
already hring s satellite TV 
to an estimated 17m Indian 
viewers among the 57m who 
own televisions. 

But ISkyB believes many 
who can afford twice the 
monthly Rs250 rental gener- 
ally charged by In di a ’ s 75JXX) 
cable operators will pay for 
improved signal quality and 
a better choice of viewing. 

Cable is a rough and ready 
business in India. Most 
“cablewallahs” amply catch 
signals in Mg dishes above 
their offices then string out 
looping webs of cables to all 
households within reach, 

For the broadcaster, DTH 
also offers hope of making 
money in what has become a 
ferociously competitive but 
largely lossmaking market 
since the advent of satellite 
TV to India. 

Barely four of 33 channels 
beamed into India, including 
a plethora of poorly capital- 
ised locals competing with 


big In ternational broadcast- 
ers like ESPN or Star, are 
believed to make money. 

DTH offers the prospect of 
eventually reaching homes 
out of reach of the present 
"cablewallahs”. A recent 
study by McKinsey, the con- 
sultant, noted that DTH 
“possesses a peerless ability 
to reach geographically dis- 
persed subscribers". It Iden- 
tified India - where 75 per 
cent of people live in rural 
areas - with Mexico and 
China as prime future mar- 
kets for. the system. India's 
rural areas are not by defini- 
tion unsophisticated but 
people in rural areas may 
prefer educational and 
regional language programs 
as distinct from wes te rn ise d 
programmes. Such pro- 
grammes are proving very 
successful in Madras, for 
example. 

Jaipal Reddy, India’s new 
broadcast and information 
minister, says the law was 
long overdue, to legislate for 
media which did not exist by 
laws when the 112-year-old 
Indian Telegraph Act was 
framed. 

It was also designed, 
Reddy says, to offer local TV 
companies players a “level 
playing field”, allowing them 
far the first time to beam 
signals from India , and 


simultaneously forcing 
licences on existing foreign 
broadcasters. 

But most foreign broad- 
casters, and particularly 
ISkyB, believe the bill has 
been specifically designed to 
deal with a perceived threat, 
both by some politicians and 
a strong lobby of domestic 
television entrepreneurs, of 
foreign broadcast “domina- 
tion” or telecolonialism. 



Raymond Snoddy - Media 

Auntie has 
digital fever 


B efore long the BBC 
Will begin matHn^ 
dummy pro- 
grammes for its 24- 
honrs-a-day digital televi- 
sion news service for the 
UK- 

The editors are already 
hired and market research 
is under way. You can be 
sure that everything wCO be 
meticulous and carried out 
to the highest, if not the 
most economical, of stan- 
dards. But at £30m to set 
up. and a mere £ 10 m or 
£I2m a year to run. it must 
be a bargain. 

On the face of it such a 
news service is a thor- 
oughly commendable devel- 
opment for the corporation. 
It is almost a responsibility 
for the BBC to use the lux- 
ury of its £1.8bn a year 
licence-fee funding to be a 
pioneer and to follow where 
technology is leading. 

After all, the BBC is cer- 
tainly the world’s most 
famous, and possibly even 
its most effective public ser- 
vice broadcaster. The televi- 
sion news service is only 
one of five or six new digi- 
tal services being launched 
by the BBC in the next 12 
months, paid for out of the 
licence fee. 

Then than are a further 
seven new f-Hanngia being 
launched as separate com- 
mercial ventures with Flex- 
tech, the US-owned cable 
and satellite company. 

Lest licence-fee payers 
became alarmed at Auntie's 
present infatuation with ail 
things digital, the BBC 
chairman Sir Christopher 

Rlanrl happily tr ills tha t fha 

corporation has no inten- 
tion of “betting the shop" 
cm such ventures. 

It seems that only 
out of the corporation’s 
present surplus of £500m 
has been allocated to the 
digital future, including the 
cost of introducing digital 
technology throughout the 
corporation. It is only possi- 
ble to raise one half-hearted 
cheer for all this apparently 
rational ac tivity that seeks 


to ensure that the BBC is 
present on any passing digi- 
tal platform, whether digi- 
tal satellite, digital cable, 
digital t er r estri al television 
or even the PC. 

There are problems of 
timing , cost and scale, not 
to mention the effect on 
existing programmes, which 
are already being squeezed 
to pay for these grandiose 
adventures. 

At least the 24-hour digi- 
tal news service will proba- 
bly have plenty of time to 
perfect its technique. Brit- 
ish Sky Broadcasting has 
postponed the launch of its 
own digital service until 
next spring and the cable 
industry could easily follow 
suit, although it has the 
capability of launching this 
aut umn. Digital terrestrial 
is supposed to start broad- 
casting by nest July at the 
latest, but little of conse- 
quence is likely to happen 
before tiie autumn of 1998. 

For at least a year, the 
BBC is likely to be broad- 
casting a 24-hour digital 
television news service to 
hardly anyone and after 
that to tiny audiences for at 
least a year or two. 

It all seems silly and 
unnecessary on such a 
scale. Why could not the 
BBC, at least at the outset, 
sim ply have broadcast BBC 
World, its existing 24Tionr 
television news service for 
overseas audiences, on digi- 
tal in the UK? 

There are 
problems of 
timing, cost and 
scale, not to 
mention the 
effect on existing 
programmes at 
the BBC 


The tune to launch a dedi- 
cated domestic service 
would be when digital has 
made some real impact and 
is in, say, 504)00 of the UK’s 
22m homes with televisions. 

It all depends, of course, 
on what view you take on 
how fast consumers will 
embrace digital television. 
The BBC appears to think 
there will be queues around 
the block to buy digital 
“blackbox" decoders. 

That seems unlikely. All 
the evidence from around 
the world so far suggests 
that digital, despite the 
potential of offering 200 
channels of television, is 
making slow progress. 
“People aren't coining to 
the digital party," a leading 
satellite broadcaster has 
said. That broadcaster 
believes that not only wDl it 
be tough but that exclusive 
sport and movies are the 
only effective drivers. 

If the BBC management 
had their noses less deeply 
in the digits they might be 
able to pay a little more 
attention to more pressing 
problems - such as the con- 
tinuing loss of sports rights 
to other broadcasters; what 
staff say is the worsening, 
mind-numbing bureaucracy 
in the corporation; and the 
small fact that since 
November the BBC has 
been unable to persuade 
anyone of merit to head 
what ought to be one of the 
best drama departments in 
the world. 

The BBC has launched a 
period of public consulta- 
tion on its digital and 
multi-channel plans hut the 
corporation only consults 
the public once its mind is 

TTiadp up. 

It took a march of the 
middle classes on Broad- 
casting House to prevent 
Radio 4 from being removed 
from medium wave. Some- 
thing similar will be needed 
to persuade the BBC that a 
more measured approach to 
the digital world would be 
wiser than its present “cou- 
rageous” big plan. 


Tim Jackson • On the Web 


A solution to junk mail 



One of the 
most satisfy- 
ing kinds of 
business iden- 
tifies a pair of 
problems, and 
makes money 
Solving both. 
) Last week I 
camp across a striking exam- 
ple: Aristotle Publishing of 
San Francisco. 

Aristotle (atmo.aris- 
totie.org) hopes to profit from 
dealing with two hot issues 
on the internet: the irrita- 
tion of users sent unsolicited 
advertising by e-mail: and 
the understandable wish of 
direct marketers to reach 
customers by this cheap and 
quick means. 

So contentious is the con- 
flict of interest between 
senders and recipients of 
junk e-mail that Senator 
Frank Murkowski of Alaska 
proposes a bill which would 
require junk mailers to mark 
their outgoing e-mails with 
ADVERTISEMENT at the 
start of the subject header, 
and to include the sender's 
phone number and mailing 
address. Non-compliance 
would be punishable by fines 
up to $11,000. 

If the bill becomes law. it 
will be hard to enforce 
beyond US jurisdiction. 
Would the fly-by-night out- 
fits it aimed at be deterred 
by fines when they are 
already flouting laws against 
pyramid schemes and other 
financial frauds which could 
mean jail? 


It makes more sense to 
recognise that some internet 
users will be willing under 
some circumstances to 
receive some messages from 
direct marketers - and to try 
to find a way of passing on 
the postage savings from 
sender to recipient 

Last year, I wrote about a 
company called CyberGold, 
which had set up an e-mail 
service offering consumers 
money if they read the junk 
maQ sent to them. 

Aristotle is based on the 
same idea, with a twist. 
White CyberGold and others 
are forced to build their 
businesses organically. Aris- 
totle to start by signing 
up the biggest junk mailer of 
all - the government 

Using the most reliable 
mailing database in America 
- the registration records of 
all Rtffrn voters - Aristotle is 
offering publiosector organi- 
sations a chance to cut their 
Twail costs by sending statu- 
tory mailings to citizens 

electronically. 

Here’s how it works. Con- 
sumers sign up, attracted by 
the idea of receiving an aver- 
age of 50 cents for each piece 
of mail they read, and Aris- 
totle checks their details 
against the voter registra- 
tion records. 

The company then acti- 
vates the consumer's mail- 
box. When a consumer uses 
the Web to read mail from 
the Aristotle server, the 
company can prove that the 
message has been read by 


the recipient. So the e-mail 
counts as delivered under 
US law - and a government 
body can use e-mail instead 
of the post to satisfy its stat- 
utory Obligation to send cer- 
tain mailings. 

Consumers either save 
up the reading fees they 
receive until they reach $100, 
and then get a cheque, or 
they can offset their credit 
balance against a tax bill or 
fee payable to a government 
authority that uses the ser- 
vice. They can fill in a 
checklist of their interests, 
indicating what kinds of 
junk mail they are willing to 
hep aid to read. 

Aristotle’s business model 
proposes passing on to the 
people reading the e-mail 
slightly more than over half 
the fees charged to commer- 
cial mailing companies. 

But there are other 
sources of revenue, too. The 
company can segment its 
database, charging premium 

prices, for instance, to access 
consumers who have 
expressed an interest in sail- 
ing; and it can arrange pro- 
motions where consumers 
ran claim rebates if they 
respond, and the advertiser 
pays Aristotle a bounty for 
bringing in a new customer. 

The idea may sound 
alarmingly easy to imitate. 
But John Aristotle Phillips, 
the company's founder, 
believes tiie banters to entry 
are considerable- The data- 
base must be built up from 
3,000 different records held 


in counties anri municipali- 
ties Mwpgp tb<> US, many of 
which require an affidavit 
from an election candidate. 

Phillips has a secret 
weapon: he is also the 
founder of a company that 
markets software called 
Campaign Manager and has 
assembled a n a tio nal voter 
database. 

Phillips’s gre ate st success 
is to have signed up as a 
customer Bill Jones, Calif- 
ornia’s secretary of state, 
who sends 14m pieces of 
mail to state voters twice a 
year. Last week, Phillips was 
preparing to announce a 
deal with Direct Media, one 
of the biggest direct market- 
ers companies in the US, 
which handles distribution 
of 38 mail-order catalogues. 

IBs dream is that Amer- 
ica's leading catalogue 
bouses will soon send out 
catalogues in wrappers tell- 
ing customers that they can 
be paid to read the same cat- 
alogue online. 

Phillips believes he has a 
good chance Of signing up 5 
per gMit of the househ o lds in 
the US by 2001, and replac- 
ing 30 per cent oT the I4®0 
pieces of paper mall sent to 
the average household. 

No wonder the company is 
sacking in venture fund- 
ing. But this is one of the 
better new business ideas 
that I have seen on the Web 
for a while. It Just might 
work. 
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IT Expensive? 
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IT Summer School 
14-1B JWf 1997 

This unique 5-day reskfentja] 
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executives to develop and 
implement flexible strategies 
and plans for the use of IT m the 
pursuit of business success. . 
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FREEPHONE 0200 26004 


HOTEL & TRAVEL 

INDEX 

O N L i N E 


REED TRAVELER.NET 
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Check-in by card 


Hflton is testing smart cards 
which wflj salable guests to 
bypass the lobby check-in 
desk. The trial, which. is 
being conducted jointly with 
American Express and IBM. 
has started with the 
installation of a special 
kiosk at the chain's hotel at 

Chicago's O'Hare airport. . 

Later this month it will be 
extended to seven more 
hotels. 

Customers can choose the 
kind of rooms they want and 
a mndhinp issues a key. 
When they leave, they can 
. rhpck out by inserting the 
card again, checking the 


bill, paying and getting a - 
printed receipt 

The guinea pigs are a . 
group of several thousand 
frequent travellers who are 
being issued with Aznex 
corporate or Hilton loyalty 
cards with chips carrying 
the a p propriate information. 

Cardholders will be able to 

update their personal 
profiles. 


cats Tweed by last wi nt er ' s 
fire. But there was a 
stuttering start to the new 
timetable last week, when 
technical problems reduced 

it to two an hour far a 
time!. 

Tomorrow the company - 
which offers a dub class 
service for business ; 

travellers, guaranteeing 
them space cm the next 
train - will confirm that it 
is going ahead with a 
loyalty scheme for regular 

customers. 


Shuttle recovery 

Le Shuttle, the Channel 
tunnel car carrying 
operator, has increased its 
daytime service to four . 
trains an hour following 


Orion, expands 


French apartment hotel ^ 

chain Orion has just opened 
Its second property in 
London - In High Holborn. 


The new hotel, which Is ■ 
dose to Oxford Street, has ■- 
182 serviced studios or 
lager apartments, with 
cooking facilities and 
private parking. There is 
no restaurant, but guests 
win be able to buy 
snacks. 

Prices range from £62 to 
£122 a night, depending cm 
apartment size and length of 
.stay. The company already 
has a hotel in the Barbican, 
dose to the City. It plans to 
‘open a third in October, a 

ISS-apartment pr ope r ty in ' ;. 
'Northumberland Avenue, 
■.which is near Trafalgar 
'.-Square. 

Orion has hotels in France . 
' and w* ngtmn l and plans to 

expand into Prague, Berlin 


and Sons. 
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The c faaa pertEdjuk . ^ 


Charles Batchelor on the growing attraction of international high-speed trains S 0\lt 

Railway point to point both ways 


U ntil recently the interna- 
tional business traveller 
with a diary full of 
appointments had no 
alternative but to fly. 

The emergence of cross-border 
high-speed rail services in Europe is 
starting to dent the traditional air- 
line dominance of this field, how- 
ever, even if a continent-wide net- 
work of high-speed links is still at 
least two decades away. 

Since the launch of Eurostar ser- 
vices through the Channel tunnel in 
1994, the rail link has taken away a 
large chunk of the airlines' tradi- 
tional short-haul business between 
London and Paris and London and 
Brussels. It is the most striking indi- 
cation for the future. 

Elsewhere in Europe cross-border 
links are being established by previ- 
ously purely national rail networks. 
A high-speed service between Paris, 
Brussels and Amsterdam started in 
June last year and direct high-speed 
services from Paris and Lyon to 
Turin and Milan last September. 

The next link in the international 
chain is expected to be the extension 
of the Paris-Brussels-Amsterdam ser- 
vice to Cologne in 1999 and ulti- 
mately on to Frankfort. 

In the longer term, as part of the 
European Commission's ambitious 
Trans European Network pro- 
gramme. there are plans for 
high-speed Hnks between Berlin, 
Munich and through the Brenner 
pass to Verona; from Madrid via Bar- 
celona and Perpignan to Montpellier, 
and from Paris via Metz and Stras- 
bourg to Mannheim in Germany. 


Europe’s planned high-speed rail finks 
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The reasons for the growing popu- 
larity of high-speed rail travel 
include improvements to the quality 
of the service and the convenience of 
journeys directly between city cen- 
tres. Prices are also pitched to be 
competitive with air travel. 

Congestion in the air and at many 
airports makes rail a more attractive 
option over medium distances, usu- 
ally involving travel time of up to 
three hours. The distances aver 
which trains can compete Is increas- 
ing. however, with France raising 


maximum speeds from 300kph to 
35Qkph_ Some rail engineers look for- 
ward to speeds of SOQkph within a 
few years. 

But the relationship between rail 
and air need not be competitive. A 
growing number of airports - includ- 
ing Paris Charles de Gaulle. Lyon 
Satolas and Frankfurt - have sta- 
tions on the high-speed network 
which allow travellers to make rail- 
air journeys. 

Apart from offering comparable or 
even greater speeds door to door, rail 


travel allows more useable time for 
work or rest. On a purely national 
basis, high-speed rail travel has been 
malting great strides. The French 
have taken the lead with thwr tra ins 
t grand e vitesse. Germany. Sweden 
and Italy are also developing 
high-speed links. 

The cost of upgrading rail track or 
building completely new lines to 
take the high-speed trains is hi gh 
France spends $iOm for each kilo- 
metre of dedicated high-speed line 
while Germany spends SIBm. 

Sven the French, with their com- 
mitment to high-speed rail travel, 
are rethinking their plans for further 
expansion of their artwork. 

The cost of building trains which : 
can ope ra te across borders and take ; 
account of different power and sig- 
nalling systems is also high. The 
Eurostar trains cost £24m each. 

Even more basic differences in 
train and track design impede con- 
nections between some countries. 

Equally important as the track 
in fr ast ructur e and the trains are the 
systems by which tickets are sold. 
Eurostar continues to suffer from 
adopting a computerised system 
developed by the railways and not 
compatible with the systems used by 
most travel agents. 

As the railways of Europe start to 
give their marketing departments 
the fiarnp a ttention they have tradi- 
tionally given to their engineers the 
train will become a more attractive 
option to business people. 

But making a seamless rail net- 
work from systems established in 
the 19th century will not be easy. 


S ome years ago - I was 
in Buenos Aires to 
interview Domingo 
Cavallo, fhpn finance minis- 
ter of Argentina - I forg o t 
my roam key on the break- 
fast table in my hotel. 

As 1 entered the lift a 
waiter jumped in and kissed 
me full on the month. He 
understood my message, he 
said, brandishing my key, 
and would accompany m|> to 
my room. I explained that I 
was leaving the hoteL 
“Then why did you leave 
your key on the table?” he 
demanded, as I stepped out 
at the lobby. 

Such displays can make 
for an experience that is at 
times trying, at times conve- 
nient for female business 
travellers in Latin America. 

Unwanted advances aside, 
some women feel pampered 
by the attention they attract, 
others are. annoyed. Either 
way, it pays to know the 
ropes before trying to do 
business in the area. 

When extra help is offered, 
say veteran travellers, take 
it Usa Sedelnik. a journalist 
with the ma gartnp Latin Fin- 
ance, says she often gets bet- 
ter service than male col- 
leagues in Latin America. 

Feminine persuasion can 
work wonders in the region. 
One executive said a little 
flirting helped her convince 
an airport customs official in 


Brazil to release computers 
that had just been confis- 
cated from a fellow male 
traveller. - 

NHren Etebeverry, head of 
global funds for the fund 
manager John Hancock, 
believes that being taken 
less seriously than male 
counterparts can be a bene- 
fit M I get the feeling that 
company managers in Latin 
America talk more to me 
because they think 'She's a 
woman, what harm can she 
do?’.” she says. “I'm not as 
much of a threat to them.” 

While old-foshioned atti- 
tudes c«n smooth the way 
for some business transac- 
tions, being female can be 
inconvenient At restaurants 
the bill is invariably handed 
to the male, which can be 
embarrassing if the woman 
is paling for the meal. Din- 
ing alone can be even more 
uncomfortable. 

A lack of respect in the 
business world can be dis- 
concerting for some female 
travellers. “Sometimes you 
get to a meeting and a lot of 
people there think you're 
just a secretary." says Kate 
Conrad t. in charge of media 
relations for the internet 
radio station WorldSpace. 

Security is another con- 
cern. Executives say. it is 
wise to have someone from 
the hotel meet you at the 
airport. And no one should 



THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Abbey National Treasury Gtd 
FRN 1999 $13.90 
Anglo-Eastern Plantations 
3.4§p 

Anheuser-Busch SCL24 
AtiieJney Tst Ip 
BOC 7%% Nts 2002 £14.70 
BZWCv InvTst 1.5p 
Bentafls 2.18p 
British-Bomeo Petroleum 


Northern Rock Bldg Scty Sb 
FRN 2002 £1960.24 


Perpetual 30p 
Portsmouth & Sunderland 
Newspapers 8.62p 
Prowting2.1p 
Quicks 4.25p 

Sainsbury (4 7%% Nts 2002 
£14.50 

Schroder Spirt Fd 2-1p 

Sflklnds 5p 

Town Centre Secs 1.1 p 


Residential Mortgage Secs 1 
Class A Mtg BcfcdFRN 2034 
£15026 

Do Class M £165.78 
Do Class B £230.62 
Road Mngmnt 9.18% Gtd Sac 
Bd 2000-21 £459.0 
Standard Chartered Und Prim 
Cap FRN (Ser 3) $298^8 
Tenneco $0.30 
Texaco $0.85 
Treasury 8% 2003 £4.0 
Utd Technologies S0.31 
Westpac Banking Fltg Rate 
Dep Rcpts 2002 £1575.34 


FINANCIAL TIMES 

Finance 


Syndicate 5^5p 

British Empire Sec & Gen Tst 

0.25p 

I Brunner Inv Tst 2.6p 
Channel Hldgs 1.1 p 
City Merchants High Yield Tst 

Daajan 16p 

Dawson 2p 

Dsnsltronlnt ip 

Derwent Valley 4.2p 

Eksportfinans 10%% Nts 

1998 L531 250.0 

European Inv Bank 9%% Ln 

2009 £237.50 

Gartmore Enterprise Tst 3p 

Invesco Blue Chip Tst 5.495p 

Invesco English & Int Tst 0.7p 

invesco Recovery Tst 4p 

investors Capital Tst Inc Ann 

Rest/Vtg 1 J5p 

Do Units i.35p 

Italy 5%% Nts 1998 3281.25 

Do 6%% Nts 2003 $331.25 

Kleinwort Charter Inv Tst 1.5p 

Kleinwort High Inc Tst 2.6p 


Providing essential information and objective analysis for the global financial industry 


Q: Who benefits from Shareholder value? 
A: Shareholders, employees and customers 
How can your company benefit? 


Shareholder Value, a brand new management report from FT Finance, presents 
the issues around shareholder value techniques objectively in clear, non-technical 
language. The report explains how shareholder value can: 

• increase your company’s competitiveness in today’s global mar kets 

• enable you to appraise corporate performance, set renumeration 
packages for managers and analyse strategic options 

• provide a financial measure of your management methods. 

Shareholder value has benefitted companies like Coca-Cola, Disney, 

Boots and ICI. 

Order this re po rt n o w to find out how shareholder value can benefit you! 
Published July 1997 Price £395/US$675 


TR Property Inv Tst 0.59p 
Uppsala FRN 1998 $289.51 


Uppsala FRN 1998 S289J 
Venturi Inv Tst 2.83p 
Whitbread 8%% Db 2021 
£4.05137 


■ TOMORROW 
AUiedSignal $026 
Anglo Insh Bank FRN 1998 
£160.68 

Astec (BSR) 1.1 7p 
Dun & Bradstreet $022 
Electronic Data Systems $0.15 
English China Clays 7p 
Exxon $0.41 


Fuji Bank Int Fin Perp Sb Gtd 
FRN $16259.72 
General Motors $0.50 
Halifax Bldg Scty FRN 1999 
$14.22 

Houston Inds $0,375 
IBM $0.40 

Morgan Grenfell Equity Inc Tst 

gap 

National Australia Bank Sb Var 
Rate Nts 2000 £16321 


Liberty 1.85P 
London Forfaiting 6p 
LPA Inds l.lp 
Majedte lnvs 3p 
Merchants Tst 225p 
Murray Enterprise Ip 
Murray Split Cap Tst 2.9p 
Do Units 29p 


■ WEDNESDAY JUNE 11 ’ 
Denmark 3%% Internal Debt 

DKr3.50 

Du Pont 7%% Nts 1999 $75.0 

Fortls BFT127.0 

HIT Entertainment 0.5p 

Japan Dev Bank 9%% Gtd 

Nts 1997 $475.0 

Kobe Steel 4.7% Bd 1998 

Y470000.0 

Kubota FRN 1997 Y21822.0 
Lowland Inv 4.3p 


MY Hldgs 0.8p 
Mitsui 42% Bd 1997 
Y430000.0 

Do 4.6% Bd 1998 Y460QQQ.0 
Mycal 5.5% Bd 1998 
Y550000.Q 

Nippon Sanso 72% Bd 1998 
Y720000.0 

Toyota Motor 6%% Bd 1997 
$68.75 


Bd 1997 


Nippon Credit Bank Gtd Fxd/ 
FRN Jun 2004 $3092.58 
Do Gtd Fxd/FRN Dec 2004 
$3092^8 
P8i0 17p 

Portman Bldg Scty FRN 1999 
£159.55 


■ THURSDAY JUNE 12 
Barikamerica $0.61 
Chepstow Racecourse Bp 
Chesterton Int Ip 
Eaton Fin 12%% Un Ln 2014 
£625 


UK COMPANIES 


Includes illustrations from Daimler Benz. Boots and Lloyds TSB 


■ TODAY 

COMPANY MEETINGS: 
Ascot Holdings, Merchant 
. Centre, 1 New St Sq. EC. 

| 10.00 

New City & Commercial Inv 
Tst, 11 Devonshire Sq. 12.00 
Trinity Hldgs, Nailcourt Hall. 
NaH court Lane, BerksweU, 
near Coventry, 11.1X3 


FT Finance. Maple House, 149 Tottenham Court Road, London, W1P 9LL, UK 


ORDER FORM 


Tel: 444 (0) 171 696 2698 Fax: *44 (0) 17 j 8% 2274 

Natne Position 


HOW TO PAY 


18078C 


PI Please debil my credit card; 

VISA □ MASTERCARD □ AMEX □ DINERS D 


Address 


Card No: 


Expiry Date: 


Postcode 


Shareholder Value 


Qiy. Price 
G95/USS675 


□ I enclose a cheque made payable to — — 

FT Ftdaocc for the sum of £/US$ 

□ Please invoice me for the full rare (to be billed in £ Sterling) 
EU companies (except UK) must supplyTVA/BTW/MOMS/ 
MWST/TVA/FFA number to avoid extra charges. 


BOARD MEETINGS: 

. Finals: 

I AcaJ 

Amberley Group 
Critchley Group 
Cropper {James) 

Delancey Estates 

Etectrocomponents 

Hambros Inv 

Henderson 

Hyder 

Renokl 

Saf eland 

Salvesen (Christian) 

UMECO 

Interims: 

Howie Hldgs, Ideal 
Hardware, Trestt, Unidare 


Bourne End Properties, 5, 
Wfamore Street, W„ 12.00 
Ejs, Institute of Materials, 1 
Carlton House Terrace, SW, 
1020 

Henderson American 
Cap & Inc Tst, 3 Finsbury 
Ave. EC, 12.00 
Hender so n Geared Inc & 
Grwth Tst, 3. Finsbury 
Avenue. E.C., 3.30 


■ WEDNESDAY JUNE 11 
COMPANY MEETINGS: 


Ask Central, The Registry. 
Royal Mint Court. EC.. 10.30 
Bertam Hldgs, Tallow 
Chandlers Hall. 4, Dowqate 
Hill. E.C.. 12.00 ^ 


Biocompatibles Hldgs, 20, 
Faningdon Road, E.C.. 12.00 
“opWeys. Madeley Ct Hotel. 
Telford, Shropshire. 12.00 
Holt {Joseph}. Roebuck 
Hotel. Church Road. Flickston, 
Manchester, 12.00 
Reunion Mining, 29. Gresham 
Street. EC., 12.00 
Rowe (Evans). Tallow 
Chandlers Hall, 4, Dowgote 
Hill. E.C.. 12.30 
Transtec, Royal National 
Hotel, Russen Sq. WC, 11.00 
United Energy, 62 
Threadneedle St. EC. 11.00 
BOARD MEETINGS: 

Finals: 

Bradford Property Tst 
Bristol Water Hldgs, British 
Land Co, Ensor Hldgs 
Interims: 

frenmans Bectrical, Expro 
Inti, Fountain Forestry, 


Lament Hldgs, Roman Hse, 
Wood St, EC. 1020 
Reece, Management Centre. 
Gillingham Business Park, 
Gillingham, Kent 10.00 
Stylo, Stylo Hse, Harrogate 
Rd. Appertey Bridge. 
Bradford, 11.00 
Tarmac, int Convention Cen, 


Birmingham. 12.00 
BOARD MEETINGS: 
Finals: 

Babcock Inti 

British Thornton 

Charles Stanley 

Davenport Knitwear 

Drummond Group 

Ftrstous 

Field Group 

Great Portland Estates 

Macdonald Hotels 

Marshalls 

MCTT 

Northern Foods 
Severn Trent 
Votex Group 
Whitehead Mann 
Interims: 

Leeds Group 


Q Please send me fynber informalioo 


The information you provide will be held on our database and may be used us 
feeq» you reformed of Mir and our auocuied companies products and for 
selected third pany mailings. 



■ TOMORROW 
COMPANY MEETINGS: 
Abbot Group, Minto Drive. 
Aliens, Aberdeen, 1120 
Bank of Scotland, Balmoral 
Hotel, 1, Princes Street. 


Edinburgh. 11.30 
Bisichi Mining, 8 


it Mining, 8- 
Lane, E.C., 


Granada Group 
■ THURSDAY JUNE 12 
COMPANY MEETINGS: 
Schroder Korea Fund. 33. 
Gutter Lane. EC., 3.00 
BOARD MEETINGS: 

Finals: 

CPL Aromas 




Exchequer 12% 2013/17 £6.0 
Five Arrows Chile Inv Tst 
S0.02 

Hammerson 6V»% Sb Cv Bd 
2006 £162.50 

HapoaTim Int Gtd FRN 2001 
S297.01 

Henderson American Cap & 
Inc Tst 2.4p 

London & Manchester 13.69p 
Municipality Fin 914% Gtd Nts 
1997 £95.0 

NEC 7% Bd 1998 Y7Q0000.0 
NSK 7.2% Bd 1998 
Y720000.0 

Osaka Gas 7% Nts 1998 

Y700000.0 

Pfizer $024 

UK Estates 0.15p 

Weir5.6^> 

Westpac Banking FRN Dec 
1997 315.11 


■ FRIDAY JUNE 13 
Atlantic Richfield $0.7125 
Cavendish Wales 0.8p 
Dana $025 
Fahey 6.15p 


Holt (Joseph) 45p 
Peareon 10!*% B 


£105.0 


Bd 2008 


■ SATURDAY JUNE 14 
Conversion 91*% 2002 £4.75 


■ SUNDAY JUNE 15 
Amer 6V«% Cv Sb Bd 2003 
$625.0 

Caisse Nationale des 
Autoroutes 16% Gtd Ln 2006 
£400.0 

Canadian Gen lnvs $0,075 
Whirlpool 50.34 


Daily Mail & General 

Eurodollar 

FKI 

Fuller. Smith & Turner 
Hartston* Group 
Protean 
Sea pa Group 
Scottish Hydro-Electric 
Interims: 

Dewhurafc Energy Group, 

Moriand 

■ FRIDAY JUNE 13 
COMPANY MEETINGS: 
DewWrst Group, Merchant 
Taylors Hall, Aidwark, York. 
12.00 

Panther Securities, Royal 

Automobile Club, 89, Pafl 
Man. S.W.. 12.00 
BOARD MEETINGS: 

Ftnais: 

Martin Currie European 
Osbourne 4 Utile 
Interims: 

BumdenelMa 
Company meetings are mw 
general meetings unhsa 
otherwise stated. 

Reports and accounts are not 
normally avertable until 
approximately six weeks after 
tho board meeting to approve 
the preliminary retuBs- 
This list is not necessarily 
comprehensive since 
companies era no longer 
obliged to notify the Sock 
Exchange at imminent 
•announcements. 


f j* .. 
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ever walk alone at nifdit in 
Latin America. 

Attitudes to female busi- 
ness travellers in the region 
are slowly changing. Tho 
Tam ana co hotel in Caracas 
and the Caesar Park in Sao 
Paulo have opened special 
floors for female business 
travellers, with amenities 
such as skirt hangers and 
make-up removal pads. 

Yet women travellers ore 
still unusual enough to 
attract attention in some 
areas, and many executives 
say they have developed per- 
sonal survival techniques. 

“When I run into trouble, i 
start speaking English,” says 
Cristine Iliffe-Roeder, who 
organises conferences for the 
Economist Intelligence Unit 
and is bilingual. “They’re 
more likely to accept you If 
they think you’re one of 
those powerful American 
women they read about.” 

The most useful piece of 
advice, however, may simply 
be to maintain a sense of 
humour. “Sometimes the 
men there an* n pain, some- 
times they’re helpful.” soys 
Sedelnik. "Just remember 
that you’re in another cul- 
ture and take the good with 
the bad.” 

And try not to leave your 
keys on the table of the hotel 
restaurant. 
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H ence, loathed Melan- 
choly and blackest 
Midnight,” intones 
the tenor soloist in his 
opening words. And h«mr^ they 
smartly go in Mark Morris’s irre- 
pressibly buoyant dance enter- 
tainment, happOy slappin g anrh 
other on the thighs and swappin g 
partners as they go. 

Handel is not often so much 
fun. It was back in 1988 that Mor- 
ris hit upon the idea of turning 
L 'allegro, ilpenstroso edit moder- 
ate into a ballet It was a hit with 
its first audiences at La Mannaie 
in Brussels and Maria’s version 
has subsequently travelled 
widely, taking in the Edinburgh 
Festival in 1994 before arriving 
last week at the London Coli- 
seum after nearly a decade on 
the road. By now it has become 
something of a modem classic in 
the dance world. 

So this is a good moment to 
take stock and look at Morris's 
achievement from the musical 
point of view. Alter ah, his U alle- 
gro has turned up in London as 
part of the standard English 
National Opera season, sand- 
wiched between Carmen and La 
traoiata (and is a good deal more 
enjoyable than the current ENO 
productions of either, I hear 
opera cynics say). It cannot 
exactly be described as an equal 
match between dance and opera, 
because Handel’s score is strictly 
an ode. but the two halves are 
still of near equal importance. 

Morris has supplied dancers 
and sets, ENO its house chorus 
and orchestra, together with five 
guest solo singers and conductor. 
Presumably there must be a bit 
of compromise here, as a conduc- 
tor with a will of his (or her) own 
could easily have the dancers gal- 
loping about at twice their usual 
pace or, alternatively, balanced 
precariously on tiptoe, despar- 
atcly longing for the next chord. 
Jane Glover seemed to set speeds 
that kept the dancers happy and 
obtained a neat, rhythmical style 
from the or c he s tra, even if the 
phrasing was not particularly 
expressive - flat-footed, perhaps, 
would be the word. 

With the dancers occupying 
the whole stage, the solo singers 
and chorus are accommodated in 


L ooking at Mark Morris's 
L 'Allegro on Thursday, I 
was as thrilled by the 
humanity and grace of 
what he has done as when I 
reported on its first performance 
in Brussels in 1988. Here is a 
great dance work, crowded with 
images, resonant with meanings 
which span a period far greater 
than that between Milton and 
Handel and today. Morris 
reaches back to the classic world 
which fed Milton’s verse, and 
forward into some ideal state 
where 'the contrasted claim s of 
physical joy and serene 
contemplation (which are the 
poem’s and the dance’s poles) are 
reconciled. 

What we are given throughout 
is a cascade of dances which 



Having fun with Handel 


Richard Fairman on L’ allegro, il penseroso ed il moderato 


the pit, which means the words 
have little chance of getting 
across. It is a bard life for the 
soloists down there, as the acous- 
tic robs them of any bloom on 
the voice, but ENO's starry quin- 
tet in any case seemed to me less 
inspiring than their names might 
have suggested. The outstanding 
(me of the five was Janice Wat- 
son. whose singing had a quality 
of tone from top to bottom and 
an ability to mould notes into 
long lines that was worth hear- 
ing on its own. 

Of the others, Ashley Holland 


was the scut of strong and deci- 
sive bass, with surprisingly nim- 
ble coloratura, that used to sing 
in old-style performances of The 
Messiah. Michael Chance, getting 
the most poignant music as the 
counter-tenor, phrased with 
exemplary sensitivity. Ian Bos- 
tridge was disappointing in the 
tenor solos, not nearly sharply 
focused enough in the upper half 
of the voice, and Susan Gritton, 
the second soprano, tended to 
pick at individual notes. But, hid- 
den where they were, I doubt 
many people in the audience 


were really paying them much 
attention. 

AD eyes were an the stage. As 
a music critic, I am hardly in a 
position to comment on the 
dance, except to say that as a 
visual expression of what we 
were hearing, I found it more 
enjoyable than many - even 
most - of the Handel opera stag- 
ings that we have to ait through 
these days. Morris has under- 
stood one basic requirement that 
the actions must came from the 
music. L ’allegro is all dance 
rhythms at heart, and he simply 


works from those, creating move- 
ments that are in harmony with 
the musicians. To complement 
the score, he has devised mirror 
images, geometrical patterns, 
abstract visual forms, and just a 
couple of representational scenes: 
the bunt, with the dancers 
playing the trees, the stag and 
the huntsmen, and a couple of 
hounds which stop to pee on the 
bushes, is very camp - but also 
very funny. It all works so well 
that Morris should surely con- 
sider turning his hand to some of 
Purcell's Odes as weH 


Cascades of dance 
the poetic vision 


explore 

explore the poem’s vision and 
the music’s forms, and unite 
these elements in marvellous 
fashion. The language may seem 
illustrative - and how touching 
whoa we "see” a hunt in a forest, 
with trees and dogs and quarry - 
but it is set within a complex 
scheme that brings shapes and 
p ul t Hw y hi | f through and 
across the mu sic an d oar 
imaginations. (WnUam Blake . 
was an inspiration to Monte. 

But there are groupings 


reminiscent of Poussin, poses 
that evoke Renaissance theatre, 
antique frescos). Joan Acocella 
in her brilliant book about 
Morris speaks of his “little 
memory -of-grade-school mime 
dramas”, which exactly fixes the 
sweet naivete of cert ain 
moments. As we see throughout, 
darby and frankness of response 
are among his dance-virtues. But 
so is grandenr of scale. And 
everywhere the movement is 
generous, bursting with Hfe and 


with the full-toned dynamics of 
Ids dancers. 

Dance pours over the stage, 
circling, dispersing, mirroring 
itself - a trio for three women is 

amplified by three more 
shadowy trios behind gauzes 
which are like memories, echoes 
- and constantly flowering 
afresh. It is a language of 
a pparent simplicity, and one 
made wonderfully approachable 
for us by Morris’s use of dancers 
whose physique is not always 


conventionally dancer-tike. Part 
of L 'Allegro's appeal lies in this 
democracy, albeit Morris’s 
artists are grandly gifted, 
because we sense that they are 
people like us. And when, to the 
closing pages of the scare, the 
cast race over the stage in joyous 
lines, then form three rings 
circling one inside the other, we 
see an earthly community that is 
also something more celestial. 
Morris’s L’ Allegro is a weak of 
idealism as well as of dance 
delights. 

The staging looks tremendous 
at the Coliseum, Adrianne 
Lobel’s l uminous designs 
magnificently lit by Janies 

Tn gaTIg- 

Clement Crisp 


Musicians with 
collective elan 

The Chamber Orchestra of Europe is on a 
rare UK visit. Andrew Clark reports 


N early half the musi- 
cians are British, the 
administrative head- 
quarters are in Lon- 
don and it gave its first concert 
at the Merchant Taylor's HaH to 
the City. But to the 16 years 
since, the Chamber Orchestra of 
Europe has failed to build a fol- 
lowing to the UK. “We*ve never 
had any problem making an 
impact on the continent under 
the noses of people who really 
know their music,' 1 says Peter 
Readman, the COE’s chairman, 
“so we find it a little odd that we 
have do profile to London.” 

The orchestra’s Barbican con- 
cert tonight with Bernard Halt- 
ink is its sole UK appearance in 
1997. Next year it will give con- 
certs at the Edinburgh festival 
but none to London. There has 
been talk of trying to re-establish 
a residency at the Barbican, 
where the COE appeared regu- 
larly in the early 1990s. but Read- 
man doubts whether it can be 
made to work. “Artistically and 
financially. London doesn’t seem 
to be viable for us.” 

Readman shnnld know. He has 
acted as unpaid steward of the 
orchestra’s fortunes since its 
inception, and says the COE has 
established successful residencies 
only in cities with haTla tailored 
to an orchestra of classical 
dimenainnH. London lacks such a 
halL The other problem is the 
COE’s name. “The words “cham- 
ber” and “Europe" are a turn-off 
in Britain," says Readman. “If we 
.were starting again, we’d choose 
a different name." 

As long as it is to demand else- 
where, the COE can hardly com- 
plain. its guiding principles are 
musical and financial indepen- 
dence. Contrary to widespread 
behef, it receives no subsidy. The 
vast bulk of its £3m turnover 
comes from concert and record- 
ing fees. Each of its 50-odd mem- 
bers is paid the same; all are 
expected to give between 100 and 
120 days of the year to COE pro- 
jects - a loose arrangement 
which has helped the COE to 
maintain its collective felan. 

Most of the anginal members 
were alumni of the European 
Community Youth Orchestra 
who wanted to continue working 
together. The idea was to make 
music like an expanded string 
quartet - drawing on the experi- 
ence of eminent conductors and 
soloists, but in a chamber music 
format. In the early years, 
Claudio Abbado opened doors to 
European capitals, and the COE’s 
award-winning recordings with 
h im helped to establish its name, 
to the 1990s, the orchestra has 
been more regularly identified 


with Nikolaus Harnoncourt. The 
key to the COE’s style, however, 
is diversity: it allows no stogie 
conductor to dominate. That 
explains its chameleon-like qual- 
ity. “We look for conductors who 
have something new to say, jux- 
taposed to what we're used to,” 
says double-bass player Dane 
Roberts. “Contrasts are impor- 
tant to us - to show how differ- 
ent the orchestra can sound, to 
delve into the piece to the way 
each conductor sees it- We’re not 
beholden to anyone: we’re a 
group with something to say. It’s 
a different atmosphere to most 
orchestras, where everything is 
focused on one conductor.” 

T hat atmosphere can be 
quite forbidding. As a 
self-motivated ensemble^ 
the COE is renowned for 
its strong opinions. This has 
resulted in some spectacular fen- 
outs: Lotto Mayzpi alienated the 
musicians during a tension- 
wracked US tour, and there were 
heated arguments two summers 
ago to Salzburg, when same had 
problems with Harnoncourt’s 
interpretation of Le maze di Fig- 
aro. 

Readman bad to act as peace- 
maker on that occasion - but the 
feet that the COE follows conduc- 
tors’ indications to the letter is 
one of its distinctive strengths, it 
explains why, in the COE’s 
hands, the Schubert interpreta- 
tions of Abbado and Harnoncourt 
sound so polarised, why the 
orchestra can play Sibelius with 
Paavo Berglund as enthusiasti- 
cally as it does Haydn with Roger 
Norrmgton. Tonight’s concert is 
Haitink’s long-awaited COE 
debut In 1998 there will be a 25m- 
me rmann project with Heinz Hol- 
liger, and there is talk of a New 
York residency. 

Compared to its London debut 
to 1981, the COE today looks mid- 
dle-aged: it still has 28 original 
members. What they may have 
lost to youthful idealism, they 
have gained in experience. The 
basic premise remains mutual 
respect within the ensemble. 
Rea dm an sums up the orches- 
tra’s mission as “an nTiBrntiTip 
quest for projects where we think 
the COE can do something 
worthwhile and generate enthusi- 
asm. The sadness is we haven’t 
yet succeeded to the place where 
most of us live.” 

Tonight’s concert at the Barbi- 
can features works by Mozart, 
Wagner and Brahms. Haitink and 
the COE take the same pro- 
gramme to Frankfort tomorrow, 
Brussels on Thursday, Paris on 
Saturday and Sunday, and 
Amsterdam next Monday. 
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INTERNATIONAL 



■ AMSTERDAM 

auction 

Christies Ams te r dam Tec 
31-20-5755255 

• 19th anti 20th Century German 
posters: sale featuring Bustratians 
of political campaigns, food and 
drink, exhibitions, fashion, cars, 
travel and cigarettes. Highlights 
include places for the 1936 
Olympics; Jim 11 

exhibition 

Van Gogh Museum Tel: 

31-20-5705200 

• Vienna 1900: Portrait and 
Interior: exftfoWon featuring 
paintings and applied arts from 
Vienna, spanning the years 
1870-1918. Highlights include 
works by members of the Wiener 
Secession movement and 
portraits by the Expressionist 
artists Egon Schiele and Oskar 
Kokoschka: to Jun 15 


■ BARCELONA 

exhibition 

Fundscft Joan MW Tel: 


34-3-3291908 

• Jackie Brookner display by 
the New York artist who works 
with eta y, to Jut 27 


■ BASEL 

EXHIBITION 

Kunstmuseum Basal Tel: 

41 ■*61-2710228 
• Dflrer Holbein GrOnewakt 
display featuring 180 etchings 
from the 15th and 16th centuries, 
including works by DOrer and 
GrOnewaid; to Aug 31 


■ BERLIN 

CONCERT 

Konzerthaus Berlin Tel: 
49-30-203090 

• Orchester dor Deutschen Oper 
Berlin: with conductor Markus 
$tenz and viola-player Kim 
Kashashtan in works by 
Rachmaiinov, Bartfrk and 

Schumann; Jun 11 


■ BRUSSELS 

exhibition 

jubeiparionuseum Tel: 741 72 
11 

• Art Nouveau: exhibition 
featuring furniture and sculptures 
by a number of Art Nouveau 
exponents, including Gustave 
Senruter-Bouy, Paul Hanker, AJ. 
Strymans and Georges Hab6; to 
Sep 14 


■ COPENHAGEN 

EXHIBITION 

Chariottenborg ExhWtfop HaH 
Teh 45-33 13 40 22 
• Association Danoise 


Exposition: large-scale exhibition 
of work by Danish artists, 
including Mogens Andersen, 
Meters Barker, Stig Brxgger, EgiQ 
Jaco b sen and Bent Sxrensen; to 
Jun 22 


■ FRANKFURT 

EXHIBITION 

Sttdelachea K unstin s ti tut Tel: 
49-69-605098-115 
• Pablo Ficasso - Suite Vollard: 
efisptay selected from Picasso’s 
Suite Voted, a senes of 100 
works produced in the early 
1930s; to Jul 27 


■ LONDON 

CONCERT 

Royal Albert Hag Tet 

44-171-5898212 

• Royal PhSharmonic Orchestra: 
with conductor Daniel Gatti and 
cellist Mario BruneDo in works by 
Tchaikovsky and Strauss: Jun 12 

EXHIBITION 
British Museum Tel: 
44-171-6381555 

• The Ceramic Art of Sawada 
Chitofin: efisptay featuring over 
1,000 pieces by the Japanese 
artist, covering fas work during 
the 1930s and later paintings on 
porcelain, based on toe traditional 
porcelains of the Arita and tmari 

areas; to Aug 7 
Spink & Son Tet 
44-171-9307888 

• The Light of Compassion: 
saffing exhibition featuring 
metalwork, woodcarving, lacquer, 
painting and weaving, used to 
celebrate spriruaity in Tibetan 
and Nepalese Budhist culture: 


from Jun 11 to Jul 11 
Victoria & Albert Museum Tel: 
44-171-9388500 

• The Cutting Edge: 50 Years of 
British Fashion: exhibition tracing 
the history of British high fashion 
1947-1997 by exploring four 
dist i nct themes: Romantic, 
Tailoring, Bohemian and Country. 
Over 150 garments drawn from 
the V&A’s Dress Collection are 
displayed; to JuJ 27 


■ LOS ANGELES 

EXHIBITION 
Hu n tington Library, Art 
Collection and Botanical 
Gardens Tet l-8lfr405-2100 
• Mark Catosby: Drawings from 
the Royal Collection, Windsor 
exhibition of work by the 18th 
century English naturalist who 
produced the first major illustrated 
publication on the flora and fauna 
of the British colonies In North 
America; to Jul 20 


■ MADRID 

CONCERT 

Fundacifin Juan March Tel: 
34-1-4354240 

• Hermanos Perez-Mdma: the 
pianist performs works by Haydn; 
Jun 11 

EXHIBITION 

Museo Naoonal Centro de Arte 
Reina Sofia Tel: 34-1-4675082 

• Gerardo Rueda: display of 
collage work from the earty 
1960s; to Jun 16 


■ NEW YORK 

AUCTION 


Sothebys Tel: 1-212-606-7000 

• Important Jewellery: highlights 
include a Cabochon emerald and 
diamond pendant by Tiffany and 
an 18-karat gold, enamel and 
efiamond bangle bracelet fcy 
Marina B., Italy; Jun 11 

CONCERT 
ARceTully HaH Tel: 

1 -21 2-875-5050 

• The Little O r chestra : with 
conductor Dfno Anagrost, 
sopranos Julie Newell and 
Kimberly E Jones and mezzo 
Melanie Sormenberg in works by 
Vivaldi; Jun 11 

DCHIBITION 

The Metropofitan Museum of 
Art Tet 1-212-879-5500 

• The Iris and B. Gerald Cantor 
Roof Garden: special open-air 
display of 20th century sculpture 
from the Museum's coBection, 
Installed m a roof-garden which 
offers some spectacular views of 
Central Park and the New York 
City skyline; to Oct 30 


■ PARIS 

CONCERT 

Cite de fa Mualque Tel: 33-1 44 
84 45 00 

• Frederic Chiu: the pianist 
performs works by Prokofiev and 
Chopin; Jun 12 

Musde du Louvre Tab 33-1 40 20 
50 50 

• Magana Lipovsek: the 
mezzo-soprano, accompanied by 
pianist Anthony Spin, performs 
works by Schubert, Berg and 
Brahms: Jun 11 

DANCE 


Theatre National de rOp6ra, 
Opera Gamier Tet 33-1 42 66 50 
22 

• Ballet de TOpdra National de 
Paris: performs Serenade 
choreographed by Balanchine to 
music by Tchaikovsky, Dark 
Bogies choreographed by Tudor 
to music by Matter and Le Sacra 
du Printemps choreographed by 
Bausch to music by Stravinsky; 
from Jun 9 to Jun 14 


■ STRASBOURG 

CONCERT 

Theatre Municipal de 
Strasboia-0 - Opera du Rhin Tel: 
33-388 75 48 00 
• Don Carlos: by Verdi. 
Conducted by Paolo Olmi and 
performed by I'Orchestre 
Philharmonique de Strasbourg; 
from Jun 10 to Jun 23 


■ VIENNA 

CONCERT 

Konzerthaus Teh 43-1-7121211 

• Wiener Philhamioniker: with 
conductor Riccartio Chailiy and 
the Slovak Philharmonic Choir In 
works by Schumann and 
Janficelq Jun 10 

• Orchestra of the Age of 
Ertigtrtment with conductor Sr 
Simon Rattle in works by 
Schubert and Beethoven. Part of 
the Nationals Musikfest; Jun 11 


Listing selected and edited by 
ArtBase The In te rna tional Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. A0 
righto reserved. Tel: 31 20 664 
6441. E-mao: artbasa@pLnet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 

NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop five coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Timas Business 
Tonight 

CNBC: 

08.30 

Squawk Box 
10.00 

European Money Wheel 

18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Philip Stephens 

Budget balancing 


Gordon Brown may wish to raise taxes but Tony Biair 
is determined to keep faith with Middle England 


The political parameters for 
next month’s Budget have 
been set in 10 Downing 
Street. Tony Blair wants 
nothing which would stir 

the accusation that New 
Labour had broken faith 
with middle England- Nor, 
beyond a windfall tax on 
privatised utilities, must the 
Budget call into question 
his love affair with busi- 
ness. Swingeing tax 
increases axe out. 

The prime minister also 
wants tire spotlight to stay 
on his welfare-to-work pro- 
gramme: the windfall tax on 
one side financing new 
employment or tr ain i ng 
opportunities for 250,000 
young and long-term jobless 
on the other. 

This sharp focus on wel- 
fare reform makes sense. Mr 
Blair’s administration has 
had a tumultuously success- 
ful start. But it needs to 
sober up a little. It may be 
fun to grab the headlines 
but, across most of White- 
hall, the gears of govern- 
ment have barely engaged. 
The line between slick pre- 
sentation and gimmickry is 
perilously thin. 

The British political sys- 
tem has an inherent, and 
dangerous, bias favouring 
the grand gesture over quiet 
competence. Mr Blair and 
his colleagues would do well 
to concentrate now on the 
careful detail which makes 

for effective government 

The word in the Treasury 
is that Gordon Brown, the 
chancellor, takes a rather 
more hawkish view on 
taxes. His pre-Budget audit 
of the public finances is cal- 
culated to put a pessimistic 
gloss on the legacy of John 
Major’s government I sup- 
pose you cannot blame him. 
He could hardly announce 
that he had inspected the 
books and found them in 
perfect condition. 

He is playing, thou g h , a 
dangerous gamp. His aides 
want to trim (from 2.5 to. 
say, 225 per cent) the Trea- 
sury’s estimate of the econo- 
my’s long-run potential 
growth rate. The change 


would allow Mr Brown to 
don the mantle of prudence 

in his assessment of the out- 
look for public borrowing. 
But there would be a heavy 
cost. The newly-appointed 
monetary monitors at the 
Bank of England would 
have the perfect excuse for 
stfli higher interest rates to 
slow the the pace of the 
present upswing. 

Of course. Kenneth 
Clarke, Mr Brown’s prede- 
cessor, was not above slip- 
ping the odd dubious 
assumption into his eco- 
nomic forecasts. Ministers 
have already found a gaping 
£200m bole tn the education 
budget And Mr Brown will 
know by now that, however 
hard he tries, it will be 
impossible to stick to Mr 
Clarke's public spending 
arithmetic. 

The government pretends 
that the spending target for 
next year is immutable. 
This is transparent non- 
sense. The Treasury can 
give the negotiations 

anntbflr name , but it has DO 

option but to re-open Mr 
Clarke’s settlement 

For one thing it cannot 
avoid several sensitive deci- 
sions - on local authority 
finance, public sector pay 
and social security benefit 
levels to name but three. 
For another, Mr Brown's 
cabinet colleagues will not 
surrender the right to bid 
for the Treasury’s contin- 


It may be fun to 
grab headlines 
but the gears of 
government have 
barely engaged. 
The line between 
slick presentation 
and gimmickry is 
perilously thin 


gency reserve. JDavid Blun- 
kett at education and Frank 
Dobson at health are at the 
head of the queue. This is 
tricky. Mr Brown can 
hardly say he is raising 
taxes to pay for an over- 
shoot in spading which he 
is pledged to resist 

The prospects for public 
borrowing have further con- 
founded his prudent pessi- 
mism. The huge deficit 
which sank the Major gov- 
ernment is fast disappear- 
ing. In Bonn and Paris, they 
are struggling to cut their 
deficits to 3 per cent of 
national income. If Mr 
Brown does nothing, 
Britain’s will soon slip 
below 1 cent To borrow a 
phrase, it can only get bet- 
ter. The Green Budget from 
Goldman Sachs and the 
Institute for Fiscal Studies 
foresees a healthy surplus 
within two or three years. 

There is still a powerful 
case for higher taxes. By 
changing the fiscal /mone- 
tary mfa . Mr Brown could 
shift demand in the econ- 
omy from consumer spend- 
ing towards investment He 
would rob the Bank of the 
pretext for higher Interest 
rates. He might also prick 
the speculative bubble 
under the pound before it 
does irreparable damage to 
industry. 

It’s ftmny how when ster- 
ling tumbled out of the 
European exchange rate 
mechanism, every senior 
official in the Bank and 
Treasury said its rate 
against the D-Mark had 
been set too hi gh. Now it is 
back to the same level, we 
hear not a murmur. But 
then one has only to glance 
at the catastrophes of the 
last 20 years to see a con- 
stant thread - an official 
failure to respond to unsus- 
tainable swings in sterling. 

I somehow doubt, though, 
Mr Blair will see any of this 
as s ufficien t cause to break 
his promise to middle 
England. Big business 
mi ght applaud, but he has 
no intention of losing the 
trust of the aspirant classes 


who pul Wm into 10 Down- 
ing Street My guess is that 
there will be a net increase 
in the tax burden but it will 
be relatively modest and 
camouflaged by a series of 
switches between different 
sources of revalue. 

Mr Brown does not have 
to look far for such tricks. 1 
would be surprised if he 
does not reduce, If not 
scrap, advance corporation 
tax. The pension fluids 
would squeal, but the pro- 
ceeds - upwards of £2bn - 
could be returned to busi- 
ness in improved invest- 
ment Incentives and help 
for small companies. 

2 would be horrified if Mr 
Blair's injunction prevents 
the chancellor from scrap- 
ping mortgage Interest 
relief, at a saving of 22L5bn a 
year. No doubt Mr Blair is 
queasy about the idea of 
robbing the Sierra-owning 
classes of this particular 
privilege. But along with 
the proceeds of higher green 
and tobacco taxes, it could 
be recycled into a big cut in 
income tax - including a 
ICp starting rate. 

If he is serious about eas- 
ing the tax/benefit trap, Mr 
Brown will also cut 
National Insurance contri- 
butions for the low paid. 
Reduced allowances for top- 
rate taxpayers would give 
him the money. And, in this 
Budget or the next, he will 
want to recast the tax treat- 
ment of savings vehicles 
like personal equity plans. 

All in all, Mr Brown has 
ample scope to make a 
splash. On past form, he 
will grab the chance. But a 
word of caution. With his 
hands tied by Mr Blair and 
interest rates set by the 
Rank, the Budget’s overall 
impact on the economy is 
likely to be slight The chan- 
cellor would be wise to 
resist the temptation to daz- 
zle too much. Budgets 
which attract adulatory first 
night notices rarely stand 
the test of time Better for 
Mr Brown to show us be 
has stepped into the mind- 
set of government. 
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W German reform crucial to 
post-war recovery in Europe 


From Dr Btuztn Sa£g. 

Str, It is often argued that 
US benevolence through 
Marshall Aid, multilat- 
eral institutions like the 
Organisation for European 
Economic Co-operation and 
the European Payments 
Union, were instrumental in 
bringing about post-war 
reconstruction and recovery 
in western Europe (“Mar- 
shall’s lasting legacy", June 
3X However, this explana- 
tion overlooks another exu- 
cial Iactar - the nde of uni- 
lateral economic policy 
reform is West Germany. 

Let it not be forgotten that 

the pace-setter of European 
policy reform was Ludwig 
Erhard's sweeping economic 
liberalisation programme 
initiated in June 1948, 
swiftly foUoiwed by farther 
domestic reforms and a 
healthy dose of unilateral 

trade IftwaUnatiran tn th» 
first half of the 1950s. These 
measures set an example 


which other, initially recalci- 
trant, countries, es pec ially 
Fiance and the UK. gradu- 
ally followed. It can in d e ed 
be argued that the German 
example was at least as - 
imp o r t an t as the role of the 

TTS yy j re gional 

tions in leading to intra- 
Buropean trade liberalisa- 
tion and the move to the col- 
lective convertibility of 
European currencies in 1958. 

This episode of unilateral, 
“example-setting" policy 
reform is of great relevance 
today. The last decade-and-a- 
halfhas witnessed a spread- 
ing process of unilateral pol- 
icy reform, including trade 
liberalisation. Most commen- 
tates tend to view liberalis- 
ation in the international 
economy through the lenB of 
inter-governmental negotia- 
tions and international 


a on, which is reminlscaxt 

not cmly of the West German 

examp le in the 1950s, but 
of British unilateral free 
trade in the 19th century 
and the enduring p recepts of 
classical political economists 
going back to Adam Smith. 

The irony of current trade 
policy reform is that its most 
innovative and 
examples do not come from 
foe old west, and certainly 
not from the US and the EU; 

rather they spring from 

developing and transition 
countries as for afield as 
Chita, Bolivia, the Czech 
Republic and E sto nia, to 
pick out but a few of the out- 
standing cases of unilateral 
liberalisation. 


What gets left out of the 
picture id the recent surge of 
unilateral trade fiberalisa- 


Razeen Sally, 
lecturer fat international 
political economy, 
London School of 
Ec on o m ics, 

Houghton Street, 
London WC2A2AE, UK 


India must be included in summit 


From Mr Adrian P. Hewitt. 

Sir, "UK will not invite 
Burma" (to the Asia-Europe 
summit, to be held in the UK 
next year) reads your head- 
line (June 3). But nor will 
the UK be inviting India, if 
I nd ia continues to be 
excluded from Asia-Europe 
Meeting just as India was 
excluded from the EC’s 
Lome Convention more than 
20 years ago and remains 


excluded from the least 
developed countries which 
win be allowed to receive 
special trade preferences 
blessed by the World Trade 
Organisation. 

The government cannot 
maintain a policy and host a 
summit which fails to 
indude India in the concept 
of "Asia-Europe”, just as it 
makes no sense to have a 

development co-operation 


policy committed to the 
Aihn (nation of poverty but 
which contrives to exdude 
foe country which has more 
poor people than any other. 


Adrian P. Hewitt, 
deputy director, 
Overseas Development 
Institute, 

Portland House, 

Stag Place, 

London SWlE SDP, UK 


Clear that there is no windfall for BA 


From Mr Robert AyUng. 

Sir, Mr NeBen’s suggestion 
(Letters, May 28) that British 
Airways enjoys a windfall 
subsidy as a result of below- 
market-rate pricing at 
Heathrow is based on a 
defective reading of the 
Monopolies and Mergers 
Commission’s report an the 
BAA. 

The foil quotation reads: 


"The airports, particularly 
Heathrow, were in effect pri- 
vatised an the basis that the 
ability to earn above average 
returns on assets should 
accrue to airlines operating 
tn a competitive en vir onm e nt 
rather than to the sharehold- 
ers of BAA. which enjoys a 
substantial measure of 
monopoly power." The wards 
which Mr NeDen omitted 


are those in italics. 

The full quotation makes 
it dear that if anyone 
receives a "windfall" it is the 
passenger or shipper. 


Robert Ay ling, 
chief executive, 

British Airways, 

Speedblrd House, 

Heathrow Airport (London). 
Hounslow TW6 2JA, UK 


UK should 
be in on 
weak euro 


Pram Lord Cobbold. 

Str, There was a curious 
twist in Mr Major's advice to 
foe new prime minister to 
seek a delay at Amsterdam 
in foe implementation of the 
single currency. He argued 
that recent events in Ger- 
many and France meant that 
a 1999 euro would be weak, 
thus damaging British com- 
petitiveness. This, he has- 
tened to add, was because 
sterling would not be a mem- 
ber and would strengthen, 
thus threatening our 
exports. . 

A weak euro vis a vis foe 
dollar and the yen might, 
however, be just what Is 
needed to revive employ- 
ment in Europe and would 
not necessarily be inflation- 
ary. How many times have 
we listened to Tors’ minis- 
ters extolling the benefits of 
foe 1992 devaluation and foe 
somewhat unexpected lack 
of inflation that followed? 

Surely, if there is to be a 
weak euro boosting global 
competitiveness of partici- 
pating countries, the UK 
should be one of them. It 
would be hedged both ways: 
a weak euro leading to 
global competitiveness: a 
strong euro preserving cur- 
rent competitiveness within 
the single market. If, for lack 
of qualifiers for 1999. post- 
ponement becomes unavoid- 
able, advantage should be 
taken to maintain technical 
preparations and shorten foe 
transitional phase to SHE. 
which has always been tho 
danger zone. 

Finally, with tlie UK's 
financial market strengths, 
is it really out of bounds to 
contemplate a monetary 
union that starts with 
Britain and France (and oth- 
ers), with Germany joining 
later as soon as full effects of 
re-unification have worked 
through its economy? 


Cobbold, 

Kneb worth House. 
Knebworth, Herts SG3 SPY 


The FT Interview • Lawrence Bossidy 


* 


A contemporary veteran 


Success relies on 
four processes, 
AlliedSignal’s 
chairman tells 
Tony Jackson 



At 61, Mr 
Larry Bossidy 
represents 
veteran US 
management 
at its most 
fearaomely effective. Since 
be took over as boss of foe 
diversified manufacturer 
AHiedSignal six years ago, 
its shares have outperformed 
foe US market by a factor of 
two, and its market value 
has quintupled to SZUon. 

Mr Bossidy spent the pre- 
vious 34 years with another 
diversified US manufacturer, 
General Electric. As he 
remarks. GE has a high rep- 
utation for producing chief 
executive officers. This he 
attributes mainly to its habit 
of moving managers system- 
atically around its various 
businesses, from automotive 
apt! medical to plastics and 
financial services. 

“Managers need to get as 
wide an exposure to different 
industries as they can." he 
says. “You show me a per- 
son who’s been historically 
in only one industry and HI 
show you a more narrow- 
minded person: not because 
of intellect, just because of 
experience.” 

In an era of intense speci- 
alisation, this might seem 
slightly old-fashioned. So 
might AlliedSignal's quasi- 
conglomerate structure. The 
company f alls into three 
divisions: automotive compo- 
nents, aerospace and a mate- 
rials business ranging from 
high-performance alloys to 
engineering plastics. 

The recent vogue for 
demerger might thus suggest 
the company as a natural 
break-up candidate. But as 
foe share price shows, the 
structure plainly works. 
What is the secret? 

Processes, Mr Bossidy 
says. "We have four pro- 
cesses which cut across 
everything: an Intense 
people process, which 
obtains people, trains *hpm 
appraises them and pro- 
motes them; a good strategic 
planning process: a good 
operating plan or budget 
process; and a good cus- 



Larry Bossidy: a need to be strategic 


tamer satisfaction process. 
Those are the same 
across the whole company.” 

Granted, he says, every 
company would claim to 
have something similar. 
“But foe trick is how intense 
the processes are. What do 
they yield?" 

The aim is to create a com- 
mon set of values across the 
organisation. “You used to 
have conglomerates: send 
the cheque in every mouth, 
talk to you at the end of the 
year, give you a bonus or 
fire you. We don’t do this. 
We’re actively involved in 
these businesses, every 
day." 

This emphatically does not 
mean second-guessing his 
managers. “I don’t partici- 
pate in price decisions, or 
factory scheduling. I am in 
no portion to do that You 
have to pick the things you 
can influence, and get out of 
the way for the rest I can 
Influence people, because I 
know them. I can influence 
strategy, and the customer 
satisfaction process.” 

The recurring emphasis on 
strategy might also seem a 
touch old-fashioned. In Mr 
BossM/s younger days. GE 
was a prime exponent of the 
method which gave strategy 
a bad name: the thick 
annual document, packed 
with figures and projections, 
which was then Sled and for- 
gotten. 

There should still be a doc- 
ument Mr Bossidy argues, 
but with a difference. 
"There’s never been more 


need to be strategic, and 
there’s never been a worse 
time to put together those 
god-damned books. You 
don’t have time." 

What is needed is a much 
smaller document, which 
should bq on every general 
manager’s desk for daily 
consultation. 

It should have a few pages 
of text, covering the market 
position and the likely 
future behaviour of competi- 
tors. and targets for produc- 
tivity. It should also set out 
likely obstacles to the strat- 
egy and the means to over- 
come them. 

“And there’s one page of 
numbers. Nobody in this 
world can decide what foe 
numbers are in three years, 
and 1 don’t want people 
working all night trying to 
find out. 1 want the treads. 
Do I think I can grow reve- 
nues 8 per cent a year, 6 per 
cent. 10 per cent? I want to 
know what the market share 
expectation is. and what the 
pricing dynamic is. That's 
all.” 

Another principle he has 
brought from GE Is the need 
to learn from other compa- 
nies, "Yon do benchmarking 
all the time. You don't wont 
to go through a business 
review unless you ask foe 
question, who have we 
benchmarked, and what do 
they do better than we 
do?" 

Remember, he says, that 
'companies are naturally 
IntrospectWe. "Most of foe 
failures you've seen in cor- 


porate business are basically 
isolated companies. They 
don't understand what’s 
going on around them.” 

*Ihe same applies to indi- 
viduals. “Never before In 
business have you had to 
invest so much time in 
becoming contemporary. 
Even if you sit at the same 
desk for the rest of your life, 
you’d better get a lot of new 
skills all the time.” 

At the other end of foe 
scale, something similar 
applies to nations. As a sup- 
plier to European corpora- 
tions, Bossidy wants a 
strong Europe. But Europe 
worries him. 

“If you look at the job 
migration out of Germany, 
it’s serious. Their business 
doesn't get any better by 
taking jobs out of Germany. 
Their companies might get 
better, in foe sense of being 
in lower-cost locations, but 
they don’t address the funda- 
mental problem. I - don’t 
think the French do either." 

The UK, he says, is differ- 
ent "They’ve been through 
some tough times, and 
they’re in a good position. I 
can't believe Mr Blair is 
going to come in there and 
foul it up." 

The problem is not one of 
managerial talent. "You see 
French and German busi- 
nessmen who are clearly as 
capable as any in the world. 
It's a question of govern- 
ment: whether they will take 
the requisite steps to allow 
their companies to be more 
competitive” 

His working assumption, 
though, is that this will hap- 
pen eventually. This leads 
him to a cautionary conclu- 
sion for the US. “Twenty 
years ago, there was going to 
bo no more manufacturing 
in this country. Now. Amer- 
ica has never been more 
competitive. But that isn't 
going to be here for 
ever. 

’Tm convinced that in 
whatever way, the Germans 
will come back, and the 
French, We know the Japa- 
nese are going to came back. 
Certainly, the Chinese and 
the Indians ore going lb be 
major world competitors. 

So though things are good 
now in tho United States, 
this is the time you lose it. 
We'd better tend to our knit- 
ting. or these days wtil 
change, and change fast," 
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A new map 
of Europe 


It is still too soon to measure 
the effects of the twin earth- 
quakes which hit France and 
Germany in the last fortnight 
the Socialist election victory in 
France, and the German govern- 
ment's suicidal attempt to over- 
ride the Bundesbank on an 
issue of financial credibility 
Both events si gnal an important 
political change, but only timp 
will show how Ear-reaching that 
change is. Moreover, it Is 
unclear whether the two events 
point In the same direction. 

Certainly, they have both 
severely damaged the authority 
of the top political . leaders in 
Europe’s two leading powers: 
men who are, or were, the cen- 
tral figures in the present phase 
of European integration. 

In Mr Jacques Chirac's case, 
the damage seems near-termi- 
nal. His ill-judged dissolution of 
parliament has reduced him , at 
a stroke, from all-powerful head 
of government to little more 
than a constitutional monarch. 
True, his predecessor showed in 
1986-88. ironically at Mr Chirac’s 
own expense, that this position 
can be exploited both to keep 
control erf foreign policy and to 
lay traps for the government 
But Mr Chirac is less well 
placed to do this than Francois 
Mitterrand was. not least 
because his self-inflicted 
wounds have largely destroyed 
his prestige even among bis 
own supporters. 

Mr Helmut Kohl, by contrast, 
remains head of government, 
facing an ill-led opposition yet 
to choose its candidate against 
him in elections stall over a year 
away. Is he fatally damaged by 
his blunder over the revaluation 
of the Bundesbank's gold 
reserves, as Mr John Major is 
now penreived to have been by 


“Black Wednesday” in 1992? 
Perhaps, but his political obitu- 
aries have been written many 
times before, only to be tom up 
again when he bounced back. 

At first sight the two events 
may both seem to point to a 
softer interpretation of the pub- 
lic sector deficit criterion for 
membership of the planned 
European monetary union 
(Emu). Barred from offsetting 
the increased value of Ger- 
many's gold reserves against 
this year’s deficit Mr Kohl and 
his finance minister, Mr Theo 
Waigel, win now find it almost 
impossible to hold the deficit to 
3J} per cent of gross domestic 
product, as promised. Mean- 
while the new French govern- 
ment's programme also swaths 
irreconcilable with the 3 per 
cent target as does - at least 
for Italy - its demand that 
southern Europe be included in 
the first wave of Emu members. 

But that demand is generally 
assumed to be more than the 
German public will swallow. Mr 
Kohl’s problem is that, while 
his defeat may make it mere 
necessary to relax the deficit 
criterion, it also makes it politi- 
cally harder. German voters, 
never fully convinced that 
swapping the Deotschemark for 
the euro is a good bargain, are 
now more suspicious than ever. 
Mr Waigel, especially, will have 
great problems with his Bavar- 
ian party base if he now aban- 
dons his previous insistence 
that “8.0 means 3.0”. 

It is getting hard to see how 
these contradictions can be 
resolved without postponing the 
deadline. Mr Kohl appears to 
think it morally impossible for 
Germany to propose that but 
perhaps if France were to do so 
he would gratefully accept. 


Bertie’s turn 


Mr Bertie Ahern, leader of 
Ireland's Fianna FAD, appears to 
have done just enough in the 
Irish election to form the next 
government But it was scarcely 
an enthusiastic endorsement 
from the electorate, and he will 
not have an easy time in office. 
The chances are that he will 
have to rely on the votes erf a 
handful of unpredictable inde- 
pendents to have a majority. 

At one level, the Irish voters 
seem to have reverted to their 
old divisions, returning to 
Fianna Ffiil and the rival Fine 
Gael, the two hostile factions of 
the Irish civil war in 1921. They 
shunned the “new” ideology- 
based parties: Labour on the 
left, and the Progressive Demo- 
crats on the right. But some 
protest votes were cast for the 
Independents, and the solitary 
Sinn Fein success in the north. 

Mr John Bruton, the outgoing 
Taoiseach, can console himself 


that Fine Gael won more sup- 
port than in the 1992 election, a 
small reward for its successful 
management of the Irish econ- 
omy. Fianna F&ll improved, 
largely thanks to better man- 
agement of its votes hi the com- 
plex proportional representation 
system. But it felled to gain 40 
per cent of the vote, its second 
worst result since the Irish state 
was founded. 

Ideological consistency would 
argue for a grand coalition of 
Fianna F&D. and Fine Gael, both 
conservative parties whose dif- 
ferences are largely historical. It 
won’t happen. Mr Ahem, for 
one, has dismissed the idea out 
of hflwri. He either has to woo 
Labour hack into bis camp, 
which seems rather unlikely 
after the bitter dissolution of 
their last coalition, or be has to 
win the support of the indepen- 
dents. The question is how high 
a price he must pay. 


Tory dilemma 


In the Immediate aftermath of 
their worst defeat since the 
1830s. the UK’s Conservatives 
have been in denial. All manner 
of explanations have been 
offered as to why their seem- 
ingly unbreakable ho ld on 
power snapped catastrophically. 
But, understandably perhaps, 
the party has yet to address the 
future, to map out the long and 
arduous route towards political 
recovery. That process should 
begin this week with the first 
ballot to choose a new leader. 

That; is something in most of 
the reasons advanced for the 
Conservatives’ defeat at the 
hands of Mr Tony Blair's New 
Labour. After 18 years there 
was a powerful mood for 
change. The voters were 
appalled by allegations of sleaze 
(real and perceived* Mr John 
Major had traded national lead- 
ership for party management. 
Factionalism over Europe con- 
firmed the impression that Tory 
MPs put ideological infighting 
before the public interest 

Most damning of all, though, 
was the electorate's conclusion 
that the government had lost all 
touch with their world. The 
bald rhetoric of choice and pri- 
vate provision ran directly 
counter to deep cuwase about 
education, health, welfare and 
crime. Mr Blair's promise of 
hard-edged Tory economics and 
compassionate social policy was 
an unbeatable offer. Europe, the 
fatal obsession of Mr Major’s 
government, hardly figured. 

This is the analysis that the 
partv’s 164 MPs must take on 
board in the choice of a new 
leader. A lurch to the right or to 
extreme Eurosceptidsm would 
simply confirm the electorate to 
its judgment. Nor. after Mr 
Blair's embrace of economic 


orthodoxy, can the next election 
be fought on the. old dividing 
lines of left and right. Instead 
Conservatives must show they 
have a better grasp of the poten- 
tial cif the market economy and 
can be more creative in meeting 
the social aspirations of middle 
Britain. The next election, as 
the last, will be won and lost in 
the centre ground. 

Of the five candidates for 
leadership, Mr William Hague 
offers youth and a fresh start, 
while Mr Peter Ulley promises 
intellectual edge. Publicly at 
least, both have been prepared 
to temper their Eurosceptidsm, 
a shift that Mr Michael Howard 
and Mr John Redwood have 
been reluctant to make. 

Mr Kenneth Clarke, the far- 
mer chancellor, has been alone, 
however. In confronting openly 
the real lessons of defeat He 
has the experience and the pug- 
nacity required to restore the 
party’s spirits at Westminster 
and to capitalise os the Inevita- 
ble mistakes of Mr Blair’s gov- 
ernment His powerful political 
presence and natural charm 
give him a strong public profile. 

Mr Clarke has his weak- 
nesses, among than a certain 
intellectual laziness. Some also 
ar^ue his avowedly pro- 
European views would make it 
impossible for him to unite the 
party. That point is overstated: 
recent events in France and 
Germany should make it mud) 
easier for Conservatives to find 
common ground. But it anyway 
mica** a fundamental truth. 
The choice is between the indul- 
gence of introspection and the 
hard tack of winning the next 
election. By electing Mr Clarke 
as leader the part? would send a 
powerful signal that it had 
opted for the second course. 
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COMMENT & ANALYSIS 


Extreme to mainstream 

Emerging market debt has become fashionable as fund managers 
search for higher yields, say Richard Lapper and Edward Luce 


B ack in the late i980s, 
any broker suggest- 
ing that Brazil would 
have the gall to issue 
a $3bn global bond or 
that anyone would be mad 
enough to buy it would have 
been laughed out of court Since 
then, only Italy and the Canadian 
state of Ontario have issued 
global dollar bonds of $3bn or 
mare. 

Yet the success, last week, of 
Brazil's 39-year, $3bn d ollar offer- 
ing is a dramatic measure of how 
far emerging market borrowers 
have penetrated mainstream 
international debt markets in the 
past few years. 

“For the more conser v a tiv e US 
and European pension and insur- 
ance fund mt m ag urrg to buy unse- 
cured 30-year Brazilian bands on 
this scale is something quite 
new,” says Mr Chip Scelig, bead 
of emerging market debt at Gold- 
man Sachs in New York. “It dem- 
onstrates unprecedented confi- 
dence in emerging market 
paper.” 

Just a few years ago, trading in 
emerging market debt was con- 
fined to the strong-hearted. After 
same of the world's largest banks 
were brought to the brink of 
insolvency by their loans to the 
developing world in the 1980s, 
conservative investment institu- 
tions steered well clear of issuers 
such as Brazil 

But there has been a profound 
change since then. There has 
been the birth of a new asset 
class according to most fund 
managers of emerging market 
debt Mr David Lloyd, fund man- 
ager with AMP Asset Manage- 
ment, says “This used to be the 
sole domain of specialist ftmds 
and flight capital But over the 
last 12 to 18 months, mains tr eam 
investment managers have 
become involved." 

Earlier this year. Brazil agreed 
its first syndicated loan since 
1982. and some eastern European 
borrowers are now obtaining 
funds at only fractionally higher 
rates than the most solid western 
companies. Over the course of 
the past 18 months, pension 
funds and ins urance companies 
have begun to buy bonds issued 
by governments and companies 
in the developing world. 

“The same people who a year 
or two ago were buying bands 
issued by Toyota and General 
Electric are now buying paper 
issued by Moscow and St Peters- 
burg,” says Mr Mark Watson, 
head of syndicate at Salomon 
Brothers in London. 

After Mexico's recovery from 
the peso crisis in late 1994. the 
volume of emerging market debt 
issuance has taken off. At the 
same time, the spreads - or risk 
premiums - paid on emerging 
market bonds has narrowed con- 
siderably, reflecting the strength 
of demand for Latin American 
and east European paper. 

Mexico’s quick action to end 
the crisis by stabilising the peso 
and stemming capital flight per- 
suaded many US and European 
investors that it - and other 
Latin American countries - had 
reached a new level of maturity. 
The success of last week’s issue 
by Brazil is the most recent, and 
perhaps the most dramatic, 
result so far of that change in 
investors' perception. 

At first, their interest was 
largely confined to Brady bonds, 
the securities named after Mr 
Nicholas Brady, the farmer US 
Treasury se cre ta ry, which have 
been, issued in exchange for the 
bad hank loans of the 1980s. 



Bradys, issued by 16 countries 
from Latin America and else- 
where in the developing world, 
are seen as particularly secure 
because principal repayments are 
guaranteed by US government 
bonds. 

More recently, though, inves- 
tors have been prepared to 
exchange Bradys for unsecured 
bonds. Six countries - Brazil, 
Mexico, the Philippines, Ecuador, 
Poland and Panama - have 
already swapped Bradys for more 
conventional bonds. 

Dozens of new emerging mar- 
ket governments and companies, 
including Russia and several cen- 
tral Asian republics, are coming 
to the market, raising money 
generally at lower cost and for 
longer periods than they would 
have done a year ago. Last year, 
net issuance of international 
bonds - gross issuance less 
redemptions - from these devel- 
oping country borrowers rose to 
$83.2bn, compared with $2&3bn 
in 1995 and $30.9bn in 1994, 
according to figures published by 
the Bank for International Settle- 
ments. 

Investors are casting the net 
ever wider. Plans by the Russian 
republic of Tatarstan, the fanner 
soviet republic of Kirghizstan 
and the region of Nizhny Nov- 
gorod to place debut offerings in 
the next few weeks will add to 
the volume. Other planned issues 
included those from Vietnam, 
COte d'Ivoire and possibly 
Serbia. 

Local currency-denominated 
bills and bonds are becoming 
more popular. “Investors are 
going further afield. Six to nine 
months ago we would have said 
that Ukraine was extreme. Now 
it is mainstream,” says Ms Eliza- 
beth Morrissey, of Washington- 
based in p i nm an International 
Consultants. 

“Two years ago if you knew 
.that the krona was the Czech 


currency you were a hero,” adds 
Mr Rick Haller, head of the 
emerging market division at 
Deutsche Morgan Grenfell, the 
European investment hank, and 
co-chair erf the New York-based 
Emerging Markets Traders Asso- 
ciation. “Now you have to make 
loans In Ukrainian hryvnia and 
Kazakstani tenge if you want to 
be at the cutting edge.” 

According to the association, 
the volume of emerging market 
debt traded has increased by 
more than seven times since 1992. 
Last year alone, it more than 
doubled to $5,297bn. 

Dealing has become more 
sophisticated. Documentation is 
now standardised. Since the early 
1990s prices have been listed on 
screen and electronic trading has 
became possible. “It used to take 
days to do a deal. Now it takes a 
few seconds,” says Mr 
Haller. 

Several factors underpin this 
trend. Since the late 1380s, the 
economic fortunes of many devel- 
oping countries have improved 
markedly. In Latin America, for 
example, the adoption of tighter 
fiscal and monetary policies has 
created greater economic stabil- 
ity, paving the way for relatively 
rapid growth after the difficulties 
of the 1980s. 

T he credit quality of 
both governments and 
companies has 
improved. According 
to a recent study by 
Union Bank of Switzerland, 22 of 
the 50 biggest emerging markets 
are now rated investment grade 
by Standard and Poor’s and 
Moody’s, the two biggest interna- 
tional credit rating agencies. S&P 
recently said ft was prepared to 
award companies a higher rating 
than their government to some 
cases. 

“The countries have matured 
significantly and are becoming 


more credible as places to 
invest,” says Mr Steve Wiltshire, 
director of research at Frank 
Russell, the international invest- 
ment consultants. 

At the same time, relatively 
low interest rates in the economi- 
cally developed countries have 
reduced the yields available from 
European, North American and 
Japanese government bonds. 
This makes emerging market 
debt much more attractive 
because of the higher yield it 
offers. 

The success of so-called high- 
yielding European markets - 
Italy, Spain and Sweden - In 
meeting the Maastricht criteria 
far European economic and mon- 
Mary union has been an impor- 
tant factor. 

Until recently many fond man- 
agers had looked JFor extra 
returns from these markets, but 
over the past 18 months these 
rates have fallen closer to those 
offered by France and Germany. 
This has forced investors to turn 
elsewhere in their search for high 
yields. 

Over the past two years the 
hedge ftmds and wealthy Latin 
Americans who once dominated 
emerging markets have been 
joined by more mainstream 
investors. 

Some of the interest is purely 
opportunistic and could quickly 
disappear, if US and German 
bond yields start to rise. How- 
ever, a number of pension ftmds 
are beginning to take strategic - 
or long-term - decisions to invest 
to the market. 

Even a small investment in 
emerging market bonds can help 
fund managers outperform 
broader bond market Indices 
against which their performances 
are judged. Higher returns also 
please companies and local 
authorities with pension funds 
because they help offset any need 
for higher contributions. 


Mr Wiltshire says that the for- 
mation of specialist indices - 
which reflect the performance erf 
the biggest and most liquid 
emergin g bond markets - have 
improved the transparency and 
legitimacy of the market for pen- 
sion fund managers. This has 
helped emerging market debt 
become established as an entirely 
new asset class. 

Mr Ah Naqvi, a fund manager 
with Citicorp Asset Management 
in New York, says some US pen- 
sion ftmds are prepared to com- 
mit as much as 5 per cent of their 
assets to high-yielding debt Nor- 
mally, this would be a combina- 
tion of em e rgin g market debt and 
speculative-grade US corporate 
bonds. so-called “junk 
bonds”. 

The changing character of the 
investor base has been reflected 
in the prices of emerging market 
debt which to the past have been 
closely correlated with the US 
Treasury market. Although 
prices drifted lower after the US 
Federal Reserve tightened mone- 
tary policy to March, the decline 
was far less marked than in 1994, 
the last time the Fed began to 
tighten monetary policy. 

Rather dumping all their 
holdings of emerging market 
bonds as they did to 1994. main- 
stream investors tended to move 
into shorter-term cor more liquid 

emerging market assets, says Ms 
Ingrid Iversen, a New York-based 
debt strategist with UBS, the 
Swiss bank. 

More liquid debt markets, such 
as Mexico and Argentina, were 
less badly affected than more 
illiquid ones such as Nigeria, 
Ecuador and Bulgaria, she 
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Dialling a 
new number 

■ K has to he said that America 
. doesn’t have much erf a soft spot 
pr UNagenctes; Jte best efforts 
eff Secretary-general Kofi Arman 
to dart iS ace pt irisin alxxrt 

Wewcre^wfthiOdefhaed ' 
ftmcttonshevm’t yet paid off: 

. Btothere«uldsoonbea 
duaigeto.DS attitudes when ft 
comes to the Geneva-based 

HU M IMIMUUtl 

Union. 


Pekka^aijanne retires next 


fl wrmany for firra-nrinT tp-htha — _ 
after US ami British withdrawal 
left ft fighting for survival. 


Hie odd couple ; 

M Turkey's MamSst Prime 

MT ma to r N eongttin Rrhafcan and 
Ayttfy pi- wnripr Tfingn pfflw , 
bne-time darling of the 
pro-secular elite, have made a v 
fascinating couple even in the 
dullest moments - and there 
haven’t been many of those 
du ring fN+r year-old M.fffancp- 
CQler once held berselfup as a 
secular bulwark against the 
farces of Erbakan's Welfare . 

Party, while Erbakan used to. - 
ran publicly against ex-premier 


and had to be removed by 
security officers. Turks wonder . 
if he will leave the prim e ' ” - 

m in ister's chair more wiffingiy -- 
he’s already setttog conditions 1 : 1 
far his departure. ' .~,V 

In any case, BresSdent , - * 
Suleyman Demire! must approve 


ami the parliamentary , \ 

o p po siti on might object: The 
show’s by no means pwfc™* ~ 


things, should be sorted out 
wftfrinthree months. The Dutch 
■ % i can^untily cite preoccupation 
; wttfrjhp KU pres ide ncy as an 
;• '.fsfonM, giyea that the mistakes 
: tetOrto 1988.' Mind you, . 

-speed restrictions ^on the EU 
j^TlfrAinstadam hardly seem 
iiascessary right now, given the 
. Icnrrort political upheavals !n a 
'msSm ctfmember states. ■ ' 


Hard cheese A 

.Dutdioffiriab^ cuiTen^ . 


European Unitai towards a. , 
.Treaty ^ Amsterdam at mail. 


Moves are afoot to corporate 
America and in Washington to 
gfre the ITU top job to an 
American who can take the 
orgatoBaticKD. by the horns. A 
reformed ETU could be used to 
war traditionally-minded 

gnro mwwnfa into ftlMffiBg the 


telecams pact negotiated by the 
World Trade Orga n isati o n. 
American telecoms lawyer David 
Leive has informally put forward 
his name, with a proposal to give 


to the organisation. . 

S e ems a shame nobody 

tasa 


United Nations Industrial 
Deytigsmaat Organisation Ifs 
just made a beartfeS plea to 


privately. 

Most observes agree that 
their main common ground fe*a 
shared appetite for power, but-. . 
sharing power is quite another 
matter. The pair have 
mnwrinp aiT f hot g ravut/ktherly ' ~ . 
demagogue Erbakan is to turn . 
over the premiership to QiBer a - 
year earlier than stipulated in 
last June's coal it ion deal,, 
pending elections. ' . 

niffpr *«t ppHtiral tetractonK UfiflB 

Is wdMoctttttented, and no-one 
discounts her determination to: 
««ain the premiership. But 

many recall a fracas in the Z960e 
when Erbakan was replaced as - 
chairman of the Union of 
Chamb ers of Commerce and 
Industry. He refused to leave his 


weekend news that 368 erf its ■ 
edicts are iUvaHd, foDowing a 
European Court rating they-: 
hadn't bean property fogged With 
J&tBsela. 

Motoristecai^^eeiSi^qr , 
ev^n drink-drivtog could; for 
■rtnrmqple , gpfllt to ~~ “ ' 

attractions overturned because ••/. . 


~ Gangs all here : 

.‘.■Fresh smpparthas emerged 
for Cape Town3s Wd to stag? the 
V- SOpii^IyirqjicsL The new backers 
. are th&Hard. Livings, the .• 

/ Americans, the Sexy Boys, the 
-- Scorpions and the Firm — the 
.aiy^ powerful gangs, grouped 
under toe tutiikely-aMmdiiig: 
umkte&a of the no n am m i t t y ■ 

- ■ . Outreach Forum. 

' - Tgae feagtalgHnES' leadera have 


a? 

the presence of Chris Ball, 


'■ai 


seek an EU Imprimatur fer the 


detect the crime. TTae justice . 
ministry, white rqiedibgahy 
talk ofa mass amnesty, has ? 
conceded that same pending 
prosecutions might have to be 

With the C om mirati on's help. 


olyrapk: bid committee, 
mmnJstogto weak together to 
“reduce crime levels’* add' 

“rw rmftn r ■f- rhna trmihlp spots.” 

• Ttfl gangssayihey want to 
useless murder, robbery, theft, 
v a n d ahsm /and gun s muggling, 
although cutting out “drugs is 
botapritaity.’’ let’s hope for a 
smrftor outbreak afOlytopk 


Aires; Athens* Rome and 
Stockholm - Cape Town’s rivals 
for the event: 


“After the Fed rate rise there 
was a flight to quality within 
emerging market debt, says Ms 
Iversen. “This is a sign of how 
sophisticated the market has 

become." 


100 years ago 

Investors Disregarded Again 
Argentina is becoming adept 
at blowing hot and cold with 
the same breath. Yesterday 
the Republic was engaged in ~ 
■maTring np its mind to resume 
interest on its external 
obligations in foil; today it 
appears to be busy devising a 
new plan to harass the 
railway companies, which 
through the Instrumentality 
of foreign capital, have . 
contributed so largely to the - 
progress of the country. Chzr 
readers are already - 

acquainted with the scheme 

for the construction of a 
central station in Buenos 
Ayres on the site of the 
Ensenada Railway station. 

The Executive seems 
determined to accomplish the 
project. Indeed, the Minister 
of the Interior is said to have 
determined to tear up. the 
rails of the Argentine and • 
Ensenada Railways in order 
to force the project upon the 
com p anies. Tire interest of 
investors is, of course, to be 
disregarded. 

50 years ago 

French Rail Strike 
Paris, 8th June. The railway . 
strike has an almost general 
character to-night, the 
rafiwaymen in the provinces . 
having joined those in the 
Paris region, and deadlock in 


unions and tire Government jg 

stm complete. 
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fAA I iviu.uu.ay j ujlic 

Japan’s Dai-Ichi bank Jffeiiand 
cancels top promotions „ f S" 

By W5Eam Dawkins In Tokyo nerahle because he was once 1st. Mr Hldeo Sakamaki, fMAA^ fYITAl" 

in charge of vetting applies- Nomura's framer president, is UJ.V'V'E vF T vl 
Japan’s financial corruption tions for bank loans- DKB is under arrest and another far- • 


Japan’s financial corruption 
have ftnnfhgr 

two high-profile figures with 
Dai-Ichi Kangyo Bank, the 
country's second-largest com- 
mercial lender, cancelling the 

promotions of its prospective 
president an d nhavrman- 
They are Mr Ichiro Fujita, 
vice-president, who was due to 
take over as president at the 
n ppnat shareholders’ meeting 
at the e nd of this month, and 
Mr Yoshihara Mani, another 
vice-president, who had been 
appointed fhair rann 
DBS’s move shows 

its desire to distance itself 
from any hint of Anther trou- 
ble. It comes amid fears that 
the two men could not escape 
blame in the widening scandal 
of illicit payments to extortion- 
ists, who buy small stakes in 
Japanese companies and 
demand bribes to avoid trouble 
at shareholder meetings. 

Mr Fttfita was thought vul- 


nerable because he was once 
in charge of vetting applica- 
tions for bank loans. DEB is 
believed to have lent Y20bn 
($173ra) to the Koike property 
dealer, Kojin Building, which 
operated as a front company 
for Illicit operations. 

The speed with which DKB 
acted reflects the bank’s anxi- 
ety over losing business 
because of the scandaL Its out- 
standing retail deposits fell 
Yisofan in May to Yl&SOObn, 
according to bank officials 
quoted in the Japanese media. 

It also shows the seriousness 
with which Japan’s financial 
institutions view the attempt 
by Mr Ryutaro Hashimoto. the 
prime minister, to purge the 
financial system of corruption. 

This latest scandal began in 
March when Nomura Securi- 
ties, Japan’s leading stockbro- 
ker, admitted flliat payments 
to a property company owned 
by the younger brother of Mr 
Ryoichi Koike, a well-known 
“sokaiya" corporate extortion- 


ist. Mr Hldeo Sakamaki, 
Nomura’s former president, is 
under arrest and for- 

mer president and a chairman 
have been questioned. 

DEB’S forma- president and 

nhniyma'H later l ywl gP^ li , wlffng 

with five other senior execu- 
tives, to take responsibility far 
payments to the Koike 
brothers. Two current and two 
former DKB executives were 
arrested last week on suspi- 
cion of contravening securities 
laws and the commercial code 
in their dealings with the same 
sokaiya. 

No senior managers were 
arrested in the last round of 
financial scandals, in 1991, 
another mark of this govern- 
ment's determination to 
cleanse the system. 

New candidates as president 
and cbah-TTiBw of DKB have yet 
to be named, but front runners 
are Mr HIsaaki NakaJima and 
Mr Fnmio Akanuma, both rela- 
tively ynu ng manag in g direc- 
tors. ' 


meet oyer 
peace talks 


By Mark Huband m Cairo 


Italy offers $5.8bn third 
tranche of Eni fuel shares 


By Paul Betts in Milan 


The Italian government 
yesterday launched its biggest 
privatisation this year with 
the sale of a third tranche of 
shares in Enj, the state- 
controlled oil and gas group, in 
a deal worth nearly LlO.OQObn 
(ISAbn). 

The government said it 
might sell more shares if there 
were a surge in demand for the 
issue, but would retain control 
of the company, Italy's largest 
by market capitalisation. 

The Treasury said it would 
sell lbn Eni shares, or 125 per 
cent of the company's equity, 
worth same L8,700bn at cur- 
rent market prices. However, 
an additional 150m shares win 
also be earmarked for sale if 
the issue is over-subscribed - 
a so-called “greenshoe” option. 

The government is offering 
Italian and foreign institutions 
300m shares with an additional 


150m shares reserved for Cana- 
dian and US investors. 

If, as expected, the entire 
greenshoe is exercised, the foil 
notation is expected to raise 
about LlfljQOObn. and cut the 
state's stake from 69 per cent 
to 54.6 per cent The govern- 
ment also indicated it could 
increase the offer further, but 
stressed its stake would stay 
above 51 per cent. 

The government’s decision 
to keep its holding above 51 
per cent allows the centre-left 
administration of Mr Romano 
Prodi to head off political pres- 
sure to retain control of e™ 
the world's seventh-largest 
publicly traded ail group. 
However, Mr Mario Draghi, 
director-general of the Trea- 
sury, has not ruled out the 
possibility that the govern- 
ment may one day cut its 
stake to below 51 per cent 

He suggested that the mar- 
ket would decide if a fourth 


Rni tranche would eventually 
be sold. However, Eni cannot 
float any further shares for six 
months following this offer. 

The government sold an ini- 
tial 15 per cent stake in 1995, 
raising LS^OObn, and a 16 per 
cent stake last year which 
raised UMKKJbo. 

"We believe this offer will 
ra n fi r m the success of the pre- 
vious two Eni sales," Mr 
Draghi said. He said the two 
global co-ordinators for the 
offer - the Italian IMI Credit 
Institute and Credit Suisse 
First Boston - had received 
indications of strong demand. 

Eni shares closed an Friday 
at L8.739, 26 per cent above the 
15,910 of last year’s offer and 
66 per cent higher than the 
5^50 of the first sale in 1995. 

The offer price will be the 
lower of the maximum price 
set on June 22, the day before 
the offer opens, and the mar- 
ket closing price on June 27. 


Banks move I Dollar bond issuance 


Continued from Page 1 


Continued from Page 1 


requires a small working 
group, from project sponsor- 
ship and ultimately participa- 
tion in the settlement bank,” 
said Mr Stephen Thieke, bead 
of risk at JJ>. Morgan, who 
now chairs the G-20. 

The move was described as a 
“positive step" by Mr Finn 
Otto Hansen, general manager 
for payments at Norway's Den , 
Norsks Bank and leader of the ' 
Group of Forty, a f orum of 
medium-sized banks which i 
banded together to ensure that I 
their interests were not 
neglected. 


will continue as portfolio 
investors switch their hold- 
ings out of the main European 
currencies. Concern about the 
weakness of the D-Mark and 
how sustainable the conver- 
gence process towards Euro- 
pean monetary union is, has 
persuaded many fund manag- 
ers to increase their exposure 
to the US dollar. 

“The market is taking the 
view that the US dollar is 
unlikely to depreciate against 
the yen or the D-Mark in the 
near future,” said one fond 
manager. 


Analysts, however, warned 
that the dramatic scale of new 
borrowing was unlikely to 
persist for more than a fort- 
night. 

They pointed oat that much 
of the demand was being 
fuelled by the high level of 
bond redemptions as old 
issues expired. 

“Investors are sitting cm a 
lot of cash at the moment and 
they want to recycle it," said 
the fond manager. “With 
European interest rates at 
record lows they are unlikely 
to get the returns from 
D-Mark or French franc 
denominated bonds.” 


FT WEATHER GUIDE 


Europe today 


Western Europe will be sunny as 
high pressure moves from France 
towards Germany. A cold front will 
produce cloud and rain with thunder 
storms in an area from south- 
western Norway to central Europe. 
High pressure wiO bring sunny 
conditions to north-eastern Europe. 
A band of cloud and thunder storms 
will extend from the Baltic states 
through Russia Into the Black Sea 
region. Sunny periods wiH occur 
from Poland to the Balkans with the 
possibility of Isolated thunder 
showers. Unsettled conditions 
moving off the Atlantic win brvig 
cloud and showers to Scotland, 
Ireland, north- western Spain and 
Portugal. 
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Fiw-day f or ecast 

Western Europe win be unsettled 
with cloudy periods and thunder 
storms as a odd front moves In over 
the continent Heavy founder 
showers will linger across south- 
eastern Europe. Northern and cent ra l 
Europe will remain mostly dry with 
sunny periods. 
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THE LEX COLUMN 


Money trouble 


Israeli and Palestinian officials 
met last night for tho first time 
in 11 weeks to discuss the 
resu mptio n of peace talks, fro- 
zen since March when Israel 
began construction of a Jewish 
housing project in an Arab 
area of Jerusalem. 

Only hours before the meet- 
ing in Cairo was due to begin, 
thane were doubts whether the 
discussions would rate* place. 
A Palestinian official said 
Israel had agreed to halt the 
Bar Hama housing project in 
an Arab district of Jerusalem 
as a condition far y ester day 's 
discussions. Israel denied It 
had agreed any conditions and 
the Palestinian was later 
withdrawn. 

The renewed contact aimed 
at overcoming hurdles pre- 
venting discussions on the 
final status of Jerusalem and 
other areas, is viewed as a sign 
of mutual willingness to 
resume direct fa»Tk«- But nei- 
ther side was in a position to 
make significant concessions 
which would allow a smooth 
resumption of talks. 

“We are not willing to give 
settlement activity any kind of 
legitimacy. This is an issue 
that is not open to discussion.” 
Mrs Hanan Ashram, education 
minister of the Palestinian 
Authority, said. 

Last night's talks marked 
the latest stage in an Egyptian 
initiative to prevent the Mid- 
dle East peace process stalling 
over this issue. 

Egypt’s President Hosni 
Mubarak met Mr Benjamin 
Netanyahu, the Israeli prime 
minister, in Egypt on May 27. 
He told Mr Netanyahu that Mr 
Tasso: Arafat, presidaxt of the 
Palestinian Authority, could 
not co m promise on the settle- 
ment issue. 

Mr Mubarak said after the 
May meeting that direct Israe- 
li-Palestinian contacts would 
resume. Yesterday’s talks in 
Cairo suggest the Egyptian ini- 
tiative is moving forward. 
However, Israel is using its 
contacts with Mr Mubarak to 
convince Palestinian leaders 
that they should lower their 
expectations of the duration of 
the talks and the outcome. Mr 
Mubarak met Mr Arafat on 
Saturday. 

"Israel hasn’t changed its 
commitment to Har Homa,” 
said Mr Dare Gold, adviser to 
Mr Netanyahu, yesterday. 

The Egyptian Initiative is 
viewed by Arab leaders as a 
sign that American efforts to 
resume direct Israeli-Palestin- 
ian contacts have stalled, 
owing to its loss of influence 
on both sides. However. Mir 
Osama Al-Baz, the adviser to 
Mr Mubarak who engineered 
the current series of meetings, 
returned from Washington on 
Saturday after briefing US offi- 
cials. 


Inflexible monetary policy, 
inflexible fiscal policy and Inflexible 
labour markets. Europe could cope 
with one and. at a pinch, two of 
these rigidities. But the combina- 
tion of all three is a recipe for mas- 
sive Job destruction. It is hardly 
s u rp ris ing that the single currency 
project is threatening to burst at 
the seams; Europe's leaders Just do 
not have the stomach to follow 

through the logic of their blueprint. 

Bat how should the plan be 
changed? The new French govern- 
ment's proposal - to relax Emu’s 
fiscal and monetary straitjackets - 
is only half right Europe’s govern- 
ments indeed, have budget- 

ary freedom: low borrowing, while 
desirable in itself, is not a prerequi- 
site for a successful single curren cy. 
But Fiance's scheme fa* a political 
c oun t e rwe i ght to the European Cen- 
tral Bank could be seriously damag- 
ing. The thlnlrfny apparently is that 

Jobs can be saved if the bank is 
prevented from naming too tight a 
m mtd p r y policy. But, in anything 
other than the short run, the effec t 
would be higher Inflation and 
higher interest rates - destroying 
crattbflfty that has taken much of 
Europe a generation to earn. 

The only real way of salvaging 
the project is to recognise that 
Europe’s labour straitjackets need 
to be relaxed. Ur Tony Blair, 
Britain’s new prime minister, ha« 
certainly understood the point with 
his proselytising far flexible labour 
markets. If anybody is in doubt. 
ABB’s plan to shift thousands of 
jobs from Europe to other parts of 
the world is Just the latest evidence 
that rigidity destroys jobs. Still, the 
implications are daunting. Postpon- 
ing Emu far a token year or two 
will not do the trick; reforming 
Europe’s labour markets will proba- 
bly take the best part of a decade. 



whmn ami fnTHng yields. This back- 
dxop has sent investors sc ur r y i ng in 
search of higher yields, embracing 
lower credits in the process. Inas- 
much as this allows for deeper, 
broader capital markets, it is all to 
the good. The worry, of course, is 
that in the dash far yield. Investors 
are paying prices which ignore the 
risks they are assuming. 

These will become apparent when 
the global interest rate cycle turns 
and the liquidity which is fuelling 
the markets is turned off! True, 
debt markets survived the Federal 
Reserve’s decision to raise rates in 
March better than in 1994. But what 
will happen to Investors who have 
borrowed cheap yen when Japan 
raises interest rates? And how 
would risk appetite survive a delay 
to Europe's monetary union proj- 
ect? The end may not be imminent, 
but it promises to be painful when 
it comes. 


drop of 15-20 per cent in earnings 
far 199? as a whole. But the invest- 
ment should manifest itself in a 
flurry of new products, including 
the next generation of chips for dig- 
ital telephones, television set-top 
boxes and multimedia graphics. 
That should leave the group well 
placed, both for the next cyclical 
upturn in the semiconductor indus- 
try apd the digital revolution in the 
electronics market. 

SGS-Thomson also has a good 
geographical balance, a debt-free 
Vminnra sheet, no exposure to com- 
modity memory chips and is the 
only pure large semiconductor 
group in Europe. Earnings should 
grow by more than SO per cent in 
1998, yet the shares trade on only 15 
times 1998 earnings. This setback 
looks like a buying opportunity. 


Housebuilders 


SGS-Thomson 


Credit spreads 

Band investors are being paid less 
and less to assume risk. Spreads in 
I most markets, whether US junk 
| bonds or mortgage-backed securi- 
ties, emerging market debt or Euro- 
pean “high-yielders", have been 
i shrinking inexorably far over two 
years. Exotic new issuers like Kaz- 
akhstan and Moldova are corning to 
market and are being met by an 
army of willing investors. & th is all 
too good to be true? 

The bull case rests on the increas- 
ingly sound economic management 
around the world. Government 
finances and inflation have 
improved. Jus tif y in g lower risk pre- 


Even the best of the high-tech 
bunch will have their growing 
pains. Less than a week after Intel’s 
profit warning, SGS-Thomson has 
had to admit that sales are weaker 
than it would like - knocking 
shares in the Franco-Italian semi- 
conductor maker down 6 per cent. 
As in Intel's case this looks like a 
stumble rather than a fall While 
revenues will be down slightly in 
the second quarter, gross margins 
have remained stable and orders 
are picking up strongly, so the lat- 
ter part of 1997 should be better. 

SGS-Thomson is, however, invest- 
ing heavily in its future; research 
and development spending is expec- 
ted to Increase by a quarter this 
year, while capital spending at 
glJ2bn is running at twice deprecia- 
tion. This will depress short-term 
returns. Moat analysts now expect a 


Given boom times in the UK 
housing market, investors would 
surely have done well to hold a few 
housing shares. Er. no. After a 
strong rally at the end of last year. 
leading housebuilders like Bryant. 
Beazer and Wimpey have all under- 
performed since peaks sealed In 
February, not to mention a year 
ago. Indeed, with the sub-soctor of 
housing stocks rated on around a *J0 
per cent discount to the market, 
investors are effectively predicting 
the top of the housing eyrie next 
year, with no earnings improve- 
ment in between. 

What is going on? Back in the 
first quarter, fears of higher inter- 
est rates soured sentiment. Now 
concern over next month’s Budget 
bangs Uke a cloud ove.- the sector. 
There has been speculation that 
mortgage interest tax relief muy be 
scrapped, stamp duty raised, VAT 
imposed on new housing and a ecw 
land tax levied. Investors have also 
been troubled that house price 
Inflation will not be sufficient to 
justify the high prices housing com- 
panies have paid for land and that 
the recovery may be unsustainable. 

These concerns look overdone. 
There is clear evidence that the 
housing recovery is spreading 
beyond London and the south east. 
This should bolster the number of 
new houses being built and put fur- 
ther upward pressure on prices. 
While Mr Gordon Brown, the chan- 
cellor. may play party -pooper. it is 
doubtfal whether be can erode the 
combination of rising volumes and 
higher margins. Notwithstanding 
the latest rate rise, the sector looks 
set for a post-Budget recovery. 


Without us, stacks of 
aircraft couldn’t land. 
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Owr 14,000 aircraft - making more than 20,000 touch-downs daily -now rely on sure-footed support from Lmdinupwr 
supplied by Messer-Dowry, H Group's joint venture with Snecma. Only Messier-Dowry can design and numitaunr lulls' 
integrated landing gear systems on both ades of the Atlantic. An unrivalled customer support infrastructure serves 400 .urlrnc- and 
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Monday June 9 1 



There are urgent calls for 
Germany to reform its 
outdated structures which tend 
to smother entrepreneurial 
spirit, writes Andrew Fisher 

Hope and 
anxiety for 
the future 



The Branfcfcnrt skyline fa dominated by Deutsche Baric, Preedner Bank and Commatitoank, testaments to the power and might of the German banking system pkumRuremum 


When German bankers, 
businessmen and investors 
peer into the future, they see 
a prospect which both 
excites and unsettles them 
When they look around at 
the present, they are often 
disturbed and frustrated. 

On the horizon is the euro, 
the planned single currency 
that will transform Europe's 
banking structure, capital 
markets and corporate envi- 
ronment in ways that are 
hard to envisage. Germany, 
with the most powerful econ- 
omy in Europe, will play a 
vital role in European eco- 
nomic and monetary union. 

But with the D-Mark — the 
prized symbol of the coun- 
try’s post-war economic suc- 
cess - about to be surren- 
dered for the euro, Germany 
itself is experiencing acute 
difficulties. Qualifying for 
Emu, due to start in January 
1999, is proving tough and 
Mr Theo Waigel, the finance 
minister, annoyed the Bund- 
esbank with his plan to 
revalue the country's gold 
reserves to achieve this goal, 
though he quickly had to 
climb down. 

Nor are Germany’s prob- 
lems only about meeting 
Emu's entry standards. As 
the country struggles with 
high unemployment policy- 
makers find that companies 
prefer to Invest abroad 
rather than at home and 
that economic recovery does 
not necessarily mean new 
jobs. Belatedly recognising 
that the effect of high taxes, 
high social security costs 
and excessive bureaucracy is 
to depress incomes, deter 
Investment and inhibit job 
creation, the government is 
trying to introduce reforms. 

But progress is slow. The 


word Reformstau (reform 
backlog) is commonly heard, 
particularly among those 
contrasting Germany’s diffi- 
culties with the improved 
economic performance of 
other European countries 
such as the UK and the 
Netherlands or with the 
dynamism of the US and 
much of Asia. Thus the call 
by Mr Roman Herzog, Ger- 
many’s respected president, 
for political action to rein- 
vigorate the economy, 
encourage innovation and 
break through structural 
rigidities found a ready echo 
in the finan cial community. 

Mr Rolf Brener, the new 
chairman of Deutsche 
Germany’s biggest hank, is 
among those concerned 
about the slow pace of 
change. “This Reformstau is 
a phenomenon which is not 
welcome at all. .Politicians 
really should be encouraged 
to act, to move. I think they 
underestimate people's 
awareness of the need for 
restructuring. People have a 
better idea of what needs to 
be done than politicians 
think they do." 

In the unfamiliar, wide- 
open environment of the 
euro, competition will be 
intensified across borders 
and economic failings 
exposed. For those compa- 
nies and banks willing to 
embrace the opportunities - 
and that includes Germany's 
leading financial institutions 
and industrial corporations 
- the long-term rewards 
could be considerable. 

But the initial impact an 
an unprepared economy 
could be painful. Hence the 
calls from economists, bank- 
ers and executives for Bonn 
to speed up the reform pro- 


cess. Mr Gerd Hausler, a 
board member of Dresdner 
Bank and former Bundes- 
bank director, says that 
when he visits the Asia-Pa- 
cific region, where he is 
responsible for operations, "I 
now come across a mixture 
of incomprehension and 
almost pity in view of Ger- 
many’s stubborn adherence 
to outdated structures and 
highly subsidised jobs”. 

A large part of Germany’s 
difficulties has to do with 
the perception of risk In the 
US, for example, most jobs 
have been created in recent 
years by small companies, 
many of them nurtured by 
venture capital In Germany, 
high costs and a high degree 
of bureaucracy tend to 
smother the entrepreneurial 
spirit Venture capital is still 
in its infancy and the stock 
market plays a far smaller 
role in relation to the size of 


the economy than in the US, 
the UK or Japan. 

There is certainly an 
awareness of the need to 
change. The government has 
passed laws to make the 
financial markets more flexi- 
ble and attractive to inves- 
tors and issuers, and more 
legislation is on the way. 
Deutsche Bflrse, which runs 
the Fr ankf urt securities 
exchanges, has set up the 
Neuer Markt (new market) 
to encourage thrusting, 
young, technology-oriented 
companies to raise capital. 
Last year’s successful Deut- 
sche Telekom share issue 
also helped to promote 
equity awareness. 

But broader economic 
reforms still need to be pur- 
sued more energetically. One 
of the biggest contributions 
that politicians could make 
towards the creation of a 
more vigorous, more risk-ori- 


ented economy would be- to 
lower taxes and cut away 
the thicket of allowances 
that distorts the system. The 
Christian Democrat-led gov- 
ernment of Chancellor Hel- 
mut Kohl has launched a tax 
reform package, but Its 
implementation depends cm 
the agreement of the opposi- 
tion Social Democrats. 

The introduction of inde- 
pendently-managed pension 
funds along Anglo-Saxon 
Hubs would also benefit the 
economy by Expanding the 
equity market and thus mak- 
ing it easier for small compa- 
nies to raise money and cre- 
ate employment. That 
connection is seen in Bonn, 
but reforming the over-bur- 
dened state system is also 
taking time and is politically 
sensitive. 

Mr Johann W ilhelm Gad- 
dum, deputy president of the 
Bundesbank, notes that it is 


not easy for politicians to 
change the consensus- 
minded habits developed 
over decades of post-war 
prosperity. “The economic 
environment in which they 
operate has altered," he 
says. The market is now the 
transmitter of risk capital 
between investors and indus- 
try. This is something that 
has to be realised.” 

The primacy of the mar- 
ket, allied to the competitive 
forces of globalisation, is 
also forcing changes on the 
German financial commu- 
nity. As more companies, 
especially big international 
corporations, turn to the 
securities market for their 
capital -raising needs, banks 
find that their traditional 
lending role is being eroded. 
The shaky state of the Ger- 
man economy has also added 
to the volume of non-per- 
forming company loans. 


Against this uncertain 
background, attention is 
focused increasingly on the 
opportunities of the single 
currency, in commercial and 
investment banking. Once 
the euro displaces the cur- 
rencies of Germany, France 
and other Emu members, 
Europe’s banking structure, 
capital markets and business 
environment will never be 
the same a gain. 

At this stage, the ambi- 
tious Emu project still has 
some hurdles to overcome 
before the euro can take its 
place among the world’s cur- 
rencies. Although the 
detailed preparatory work 
for the planned European 
central bank, to be located in 
Frankfurt, is well under 
way, political uncertainties 
remain. Many citizens are 
highly sceptical about the 
whole undertaking. 

But the general feeling 
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among bankers, business- 
men, investors and other 
financial market partici- 
pants - regardless of 
whether or not they approve 
- is that, the euro is on its 
way. If anything, the embar- 
rassing manoeuvres being 
indulged in by Germany to 
help it meet the Emu criteria 
have confirmed this impres- 
sion. While the move to 
revalue the Bundesbank’s 
gold reserves hardly 
increases confidence about 
Emu’s future stability, it is 
also taken as proof that poli- 
ticians are determined there 
should be no delay. 

On that basis, there is a 
deter mina tion to make sure 
that Germany’s financial 
system benefits from the 
euro. Efforts are under way 
to strengthen the domestic 
capital market, of which 
Fr ankf urt is the predomi- 
nant centre. This means 
competing more effectively 
with Paris in bond issues 
and debt management, espe- 
cially since Germany will no 
longer have the D-Mark to 
set it apart. With all new 
bonds to be issued in euros 
from 1999, the race will be on 
to see which country 
emerges with the benchmark 
government issue. 

Thus the next few years 
should certainly prove lively 
on the German and wider 
European financial scene. 
But they will not be easy. 
The single currency will 
bring about huge changes in 
business and investment 
practices. Big banks and 
companies are spending 
heavily to prepare for these 
as they contemplate the 
future with much hope and 
some anxiety. 
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Friendly persuasion for the euro sceptics 


Banks are doing 
their utmost to 
inform customers 
about the need to 
prepare properly 


training an** c ommunication 


Banks axe in the front line 

when it comes to preparing 
for the single currency. 
Every aspect of their 
operations has to take 
account of the euro from the 
first day, regardless of which 

countries join and whether 
European monetary union 
starts on time in 1999. 

“When it comes, we shall 
be ready,” says Mr Josef 
Ackermann, a director of 
Deutsche Bank. Germany's 
biggest bank. “Our prepara- 
tions have been intensified 
in 1997." 

Having initially put the 
cost of preparing for Emu at 
DM250m, it now expects to 
invest up to DM400m, mainly 
because it underestimated 


Other hanks are also 
spending heavily. In addi- 
tion, they are doing their 
utmost to inform business 
customers about the need to 
make preparations or at 
least be aware of Emu’s 
implications. 

Big companies such as Sie- 
mens and Daimler-Benz are 
well advanced in their prepa- 
ratory work, seeing the euro 
as a big business opportu- 
nity. But many smaller and 
medium-sized companies, 
especially those tied to the 
domestic market, are lagging 
weO behind. 

Germany’s myriad local 
savings banks and coopera- 
tive banks are also working 
hard ahead of Emu. There 
are 624 savings banks with 
19,000 branches and 280,000 
employees. Hie savings bank 
movement is spending about 
DMlhn to equip staff to deal 
with sceptical customers - 


on the assumption that each 
client win want 15 minutes 
of advice. 

“All our staff who deal 
with customers win need to 
be able to answer any gen- 
eral questions about the 
euro,” says Mr Hans-Michael 
HeitmOller, a director of the 
German savings bank associ- 
ation. Overcoming scepti- 
cism about the single cur- 
rency - especially in a 
country where the D-Mark 
represents economic 
strength and stability - will 
be no easy task. 

The government, now 
struggling to reaCh the 
Maastricht budget and debt 
criteria for Emu, has left 
much of the of persuad- 
ing people to accept the euro 
to the hankc Yet while the 
government’s own difficul- 
ties — its tardiness in 
pushing through much- 
needed economic reforms - 
are hardly likely to dispel 
citizens’ scepticism, most 


seem resigned to the idea of 
the euro. 

Banks, however, have to 
forge ahead with their prepa- 
rations whatever people 
think. From day one of Emu, 
a& German transactions win 
have to be express e d in both 
euros and D-Marks, at least 
until the new coins and 
notes are introduced in 2002. 
While most big customers 
win probably use the euro as 
an accou nta ncy nntf imme- 
diately. smaller businesses 
are likely to continue fa 
D-Marks for the first two or 
three years. 

Retail customers will 
clearly prefer to stick to 
D-Marks unto 2002, but those 
who deal in securities - 
which will be denominated 
in euros - win also need sep- 
arate euro accounts. But 
regardless of whether pay- 
ments or receipts axe in 
euros or D-Marks, they wiH 
be expressed in euros as 
they Sow between accounts. 


Banks wiS have to be ready 
to meet this rhafleng* 

Mr Bmst-Moritz Lipp. a 
director of Dresdner Bank, 
Germany’s second biggest 
bank, says that if an its euro 
preparatory work ware com- 
pressed into one year, the 
full-time services of 300 
people would be required. 

Bnt banks, especially 
those with big intamatk«»l 
operations, are peering 
beyond the practical aspects 
of Emu into a future where 
they see new strategic oppor- 
tunities. This applies across 
the fi nanc ial services spec- 

Lf Hl| l > R 

Mr Diethart Breipohl, 
finance director of Allianz, 
Germany's biggest insurance 
group. behevBs Emu is likely 
to speed up the restructuring 
Of f jinniffa] uj K^ and 

insurances sector in Europe. 
‘The euro win make it easier 
to compare prices across 
European financial products 
and thus lead to more cross- 


border business and 
increase d competition*” 

But the single currency 
win not be the ‘ dominant 
forte in the competitive Jhu- 
cess. With b&BKs ansi? fear- 


ance companies now carpet- 


ing increasingly ajjfinst 
e^^ot her far^camta^l^here 

tion across the financial ser- 
vices sector. 

“The concentration pro- 
cess in Europe has only just 
begun,” Mr Breipohl says. 
“In Japan, there are just 20 
insurance companies for a 
population of 150m. ff job. 
extrapolate this to Europe, 
there should be no more 
than SO companies. Cur- 
rently, there are stQl more 
than 3J0QD.* Against t frto 
background, only niche spe- 
cialists and financially pow- 
erful httwnftito nai insurance 
concerns would survive in 
Europe in the long term. 

Deutsche Bank's Mr Ack- 
ermann agrees that Emu 


win help speed the process 

Of f-Hang tt 1 q flwnHat and 
industrial markets, Tm 
pretty sure the domestic 
restruct ur ing in each market 
will be accentuated. We win 
see more mergers and acqui- 
sitions in each market” 

He expects direct banking 
operations to grow as more 
c as imngre combine the con- 
venience of computers and 
telephones with the cross- 
border Investment and busi- 
ness possibilities opened up 
by the euro. And he foresees 
greater cost competition in 
retail banking products. 
“The most efficient banks, 
with the most efficient com- 
munications ftlmnn ala and 
the most efficient technol- 
ogy. will be the winners.” 

In commercial and invest- 
ment banking the size of 
each bank's funding and 
asset base, the strength of its 
advisory network and the 
extent of its global presence 
will be crucial. 


■The logic of the euro is 
more competition and lower 
costs." he says. This will 
apply across the Industrial 
and financial scene. "An 
entire field of innovation 
will be opened up. Bigger 
{corporate] entities with hig- 
ger economies of scale wall 
develop. New opportunities 
will also open up for hanks 
in investment management 
as more people invest on a 
European scale.” 

In spite of the excliemeuta 
- and risks * just over the 
Emu horizon, however. Mr 
Ackermann believes much 
banking business will 
remain regional, especially 
in consumer business such 
as mortgages. 

National differences, such 
as in tax and legal systems, 
will remain for some time. 
Thu single currency will nut 
change everything, although 
it will impinge on practically 
every aspect of people's 
lives. 


Man 



a missiortito 


Dresdner alms to 
benefit from 


opportunites in 
financial and 
industrial markets 


Preparing for the euro will 
be costly for Dresdner Band- 
as it will be for its big - 
German rivals. Dresdner 
will spend up to DMSOOm, 
about two4hirds before 1999 
- the year European 
monetary onion is due to 
start - and the rest by 2002. 
when coins and notes are 
introduced. 

Most of the money will go 
on technical preparation and 
staff training. But Dresdner, 
Germany’s second biggest 
bank, is thinking beyond the 
practical need to be ready 
for the single currency. Its 
deeper aim is strategic - to . 
benefit from the 
opportunities the euro will - 
bring in financial and 


industrial markets and 
fashion new strategies for 
dealing with Investors and 
customers. 

"We want to use the 
impact of the integration 
through the euro to push 
forward changes m the 
bank," says Mr Emst-Moritz 
Lipp, Dresdner's director 
responsible for Emu 
preparations. The bank is 
concentrating on two twain 
strategic areas: securities - 
where tile euro will 
transform the market for 
. issuing shares and bonds as 
well as their trading ami 
custody - and advisory 
services in bag industrial 

sectors. 

“We want our employees 
in wholesale and Investment 
tanking to become specialist 
advisers,'’ he says. Dresdner 
aims to help big corporate 
customers meet the 
post-Emu challenges of 
intensified competition, 
deregulation and 


privatisation in Such sectors 
as telecommunications, 
motors, engineering, energy. 
chemicals and 
pharmaceuticals and 
healthcare. 

These are areas where 
Dresdner has strong client 
relationships in Germany 
and experts in London, 
where it boosted its 
investment banking by 
purchasing KJehrwort 
Benson. Mr Lipp says that 
by combining its industrial 
links with investment 
banking skills the bank 
Intends "to advise, finance 
and earn money”. 

Hie foresees dramatic 
changes an the securities * 
side. T believe the European 
capital market will be really 
revolutionised in coming 
years.” 

He expects mare 
companies to tap this wider 
market to raise money 
through bond issues rather 
than borrowing money in 


pMs* fraditlanii way . . V 
Thus both hanks and 



companies win have to be 
well prepared. Corporate 
statements win 
have to be clearer and more 
comprehensive if big 
institutional investors are to 
be tempted to buy their new 
bond issues. Credit analysis 
win also have to be 
amplified. 

Many companies with 
credit ratings below triple or 
double A are likely to raise 
money in the broader euro 
capital market. Ranks 
arranging, trading in and 
marketing such issues will 
have to have good risk 
analysis. TO augment the 
work of rating agencies, 
banks wiH need a host of 
new credit analysts. “The 
market for credit analysts 
will boom." 

The bank also sees 
opportunities on the custody 
side, in looking after 
securities held by large 


institutions. “Dresdner ; 
intends to be a euro band - 
bank ami a euro castod fa di 
tank.” AD big banks face 
the question of whether they 
want to specialise In there 
areas or stay away. The 
decision has to be made is 
1997 or it will be too late.” - 
Thus Dresdner is budding 
up its European custody 
expertise in Prime* the 
Netherlands and elsewhere. 
Mr Upp expects custody 
business In Europe to 
remain largely national 
because of dlffl are nt laws 
and systems. The bank is 
also anticipating the need 
for big US-based global 
custodian banka to woric 
with subcustodians hi the 
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dramatic changes 


eurozone. 

Risk analysis will have to 
be strengthened to cope 
with the range of 
government, regional and 
local authority bond issues 
in euros. There will be no 
single benchmark issuer like 


the US Treasury, or the 
German government in the 
present D-Mark era. "In the 
new euro currency, there 
will not be one national 
benchmark borrower any 
more, but several triple-A 


government issuers." So we 
will need to develop good 
cross-border, Emu-wide risk 
analysto.” 

Set against the strategic 
thrust of Dresdner's euro 
effort, the practical issues 
seem straightforward. But 
the detaQ^ complex, 
req uiring the foil-time 
efforts of about 130 people in 
and outside the bank on the 
technical preparations. Big 
transactions between Emu 
centra] banks, other banks, 
large companies and 
institutions will be In euro 
accountancy units from the 
start. But smaller payments 
will be mainly In national 
currencies at first 

Handling afl dealings In 
euros will require enormous 
preparation. Every 
transaction will have to be 
expressed in the new 
currency, even if the money 
is paid and received in 
D-Marks until 2002. "The 
euro pipeline [between 
accounts] has to be there for 
all customers,” Mr Lipp 
says. Some clients, 
especially corporate, will 


want both D-Mark and euro 
accounts. Conversion 
between currencies will be 
done by the banks. 

Big payments will mostly 
be handled by Target, the 
Emu real-time payments 
system. But small ones will 
Still be carried out by 
national systems. These are 
not compatible, however - 
-you can’t make an 
automatic transfer today 
from Frankfurt to 
Bordeaux”. So Dresdner wiU 
work with foreign tank 
partners to develop an 
efficient joint low-rest 
cross-border payments 
system. Other tank 
groupings are doing the 
same. 

The customer may not 
notice, hut the euro is 
causing feverish 
behind-the-scenes activity 
across the banking 
spectrum. Assuming Emu 
starts on time, Dresdner 
intends to be ready around 
mid-1998 to give itself a few 
months' practice. . 
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Andrew Fisher 


“The remedy lies 


in breaking the vicious 


circle and restoring 


the confidence of the 


European people 


In today’s 



*Br 




in the economic future 


INTERNATIONAL 
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CAPITAL 


of their own countries 


MARKETS, THERE'S 


NO SUBSTITUTE 


and of Europe as 


a whole.” 


FOR QUALITY ~~ AND "^* ies ® are just two reasons why Landesbank Rheinland FfaL: is going from 

strength to strength in international markets. One of Germany's prominent 
GOOD TIMING. public-sector financial institutions, Landesbank Rheinland Pfai;: is a universal 


bank with total assets oF some DM 80 billion and core businesses m mm: form 


lending and real estate financing. To refinance iis specialized loan portfolios, the Bank lu.% become 
a regular issuer in international debt markets - raising funds in various major currencies. An active 
investor itself, Landesbank Rheinland-Pfalz is also a respected address for institutional investors who 


value the Bank’s expertise in asset management. 


Vor 50 Jahren hatte George C Marshall ein groSes 2el. E r wollte die Unabhangigkert Deutschland* und 
Europas. Sene Ideen sind wahr geworden. Dank des Marshallplans und seiner Rnanaerungsprogramme 
konnten und konnen wir als Hauptleihinstitut der Marshallplan-Mittd dafur sorgen, daB Visionen 


For a solid banking partner committed to quality and good timing in international capital markets cent 


sider Landesbank Rheinland-Pfalz. 


Wirklichkeit werden. Danke. 


Iffil# Kreditanstalt 
■ WW far Wiederaufbau 
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Landesbank Rheinland-Pfalz 
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GERMAN BANKING AND FINANCE 3 


CAPITA L MARKER » by Andrew Hsher 

Sights are set on 


Frankfurt aims to 
establish close 
connections with 
the European 
central bank 

The relentless approach of 
European monetary union 
has focused attention on the 
strengths and weaknesses of 
the German capital market, 
which is heavily concen- 
trated on Frankfurt 

Mr Rolf Breuer, the new 
chairman of Deutsche Ranv 
speaks of a "Big Bang" effect 
which Germany must exploit 
to the utmost by being ready 
with the right flnunrini prod- 
ucts and trading systems. 

At Bayerfache Verelns- 
bank a recent study on the 
impact of the euro on 
Europe's capital markets 
was subtitled "From the pro- 
vincial to the world league". 
It described the immense 
opportunities Emu would 
bring, but also hi g hli g hted 
the “creative destruction" 
that would ensue as existing 
structures were overturned. 

Mr Gerd Hflusler, a direc- 
tor of Dresdner Bank and 
former senior official of the 
Bundesbank, homed In on 
the upheaval which the euro 
would cause In a speech 
titled "European monetary 
union - curse or blessing for 


the financial markets?" 

The big question Is not 
whether Frankfurt can 
up with Loudon. Few bank- 
ers see that possibility, since 
London is far ahead in finan- 
cial skills and global busi- 
ness volume. 

Even if the UK does not 
join Emu, London will 
remain a superior centre, 
although Mr Breuer thinks 
the City will be at a disad- 
vantage by not being dose to 
the European central bank 
which will set Emu’s mone- 
tary policy. 

“We in Frankfurt have 
decided to play on that - in 
a friendly competitive man- 
ner," he sayB. “We will try to 
establish dose connections 
with the riflftiglrm.Tpa^fq y In 
the BCB and thus cultivate a 
better market feeling for the 
decisions to be made. 1 * 

What realty Mr 

Breuer and others is that 
Frankfurt should be able to 
match or exceed Paris. To 
ensure German markets are 
in fit shape for Emu, a cam- 
paign has been launched to 
overcome their “image prob- 
lem”. A financial market 
association was set up with 
Mr Breuer - also head of the 
supervisory board of Deut- 
sche BBrse. which runs the 
Frankfurt securities and 
futures exchanges - as a key 
member. 


In spite of his concern that 
Germany - which win lose 
the advantage of having the 
stable D-Mark as its cur- 
rency - has not put tts argu- 
ments across strongly 
enough, Mr Breuer seeB 
opportunities. He feels the 
German fixed interest mar- 
ket in bonds and other 
Instruments are “up to stan- 
dard and competitive”, 
although there is room for 
Improvement 

He believes Frankfurt's 
electronic trading systems 
also give it a competitive 
edge. The DTB. the futures 
and options exchange, has 
mare than half of its mem- 
bers outside Germany, 
linked electronically. The 
stock exchange is bIbo forg- 
ing ahead with its Xetra 
project to extend electronic 
trading. 

Mr Breuer expects tradi- 
tional floor trading to disap- 
pear with the coming of the 
euro. Big investors will drive 
markets along the electronic 
route, which he says Frank- 
furt has pursued more ener- 
getically than France. “Far a 
euro capital market, with no 
borders, no barriers, no 
finimriiii location in physical 
form, and which lives from 
institutional money Inside 
and outside Emu, everything 
is open for remote member- 
ship. That is the way I feel 


overtaking Paris 


markets will function In 
future," 

In spite of its push into 
new technology, however, 
Germany has mi yfl i catching 
up to do on the stock market 
side. “Where we still lag 
behind, not only vis-a-vis 
London but also relative to 
our Continental competitors, 
is in the equity market” 

But be is happy with gov- 
ernment reforms to make 
German capital markets 
more flexible and transpar- 
ent The main drawbacks are 
cultural more than struc- 
tural. Many German inves- 
tors and companies are still 
not equity- or risk-oriented 
enough. The shrill discus- 
sion over the attempt by 
Krupp Hoesch to bid for 
Thyssen, its larger steel and 
engineering rival, showed 
that hostile takeovers stQl 
arouse strong emotions in 
Germany. 

The banks which backed 
the Krupp offer, including 
Deutsche and Dresdner, 
came under heavy attack 
from trade unions over pos- 
sible Job cuts. Some politi- 
cians also criticised the 
banks' role. “It was not a 
very educated discussion,” 
says Mr Breuer. But he 
thinks the episode has 
advanced the takeover 
debate. 

“The world will not be the 


same after Krupp/Tbyssen,” 
he says. “Maybe it is even 
helpful In hindsight - 
although I could easily have 
done without it - that this 
topic is now on the table." 

One development that 
does gratify him is the suc- 
cess of last year's DMXXm 
share issue by Deutsche 
Telekom. He pinned strong 
hopes on its potential for 
jolting Gomans out of their 
safety-first investment atti- 
tudes. 

"The positive thing Is that 
the majority of original indi- 
vidual subscribers to Tele- 
kom still remain sharehold- 
ers. In previous years, they 
would have sold after the 
first couple of days.” 

Another requirement for 
mqwnMng the role of equi- 
ties in Germany, where 
stock market capitalisation 
is low in relation to the size 
of the economy, is the intro- 
duction of pension funds 
along Anglo-Saxon lines. Tax 
laws put these at a disadvan- 
tage against in-company 
schemes. 

But here too, the unflappa- 
ble Mr Breuer is optimistic: 
“I think politicians have 
accepted that reforms have 
to come." For the moment, 
though, tha emphasis is 
more on salvaging the creak- 
ing pay-as-you-go state sys- 
tem than on creating the 


right conditions for indepen- 
dently-managed pension 
funds. These would help 
people earn adequate 
returns to enhance retire- 
ment income. 

He does not expect pen- 
sion funds to be given the 
green light until after the 
general election In October 
next year, because the cash- 
strapped government has 
other priorities. 

Since pension funds are 
heavy Investors In equities, 
the stock market would gain 
a huge impetus from their 
introduction. “We still lack 
domestic institutional inves- 
tors of size, apart from the 
mutual funds,” Mr Breuer 
says. German insurance 
companies generally do not 
invest in shares up to the 
limits allowed tbam 

Looking beyond Germany, 
bankers are concerned about 
bow effectively Frankfurt 
will be able to compete with 
Paris once the euro sweeps 
away currency differences. 
“France has consistently 
developed its financial cen- 
tre after the of New 

York and created modern 
instruments,” says Mr Hflus- 
ler. Germany has striven to 
catch up. notably by introdu- 
cing short-term government 
paper and resuming 30-year 
bonds, but Finance still has 
an advantage, he adds. 


PUBLIC FINANCES ■ by Peter Norman 

Problems mount for embattled Waigel 


Challenges include 
unemployment, 
low revenues and 
opposition to 
tax reforms 

At the end of last month, Mr 
Theo Waigel became the lon- 
gest serving finance minister 
in post-war Germany. 

There must be times 
when, surveying the nation’s 
finances, this naturally 
robust and generally good- 
humoured politician wishes 
he had sought a less chal- 
lenging position long ago. 

Mr Waigel faces a host of 
problems - Including record 
unemployment, lower than 
predicted tax revenues and 
entrenched opposition in the 
Bundesrat, the second cham- 
ber of the Bonn parliament, 
that make controlling the 
federal deficit and pushing 
through ambitious plans far 
tux reform a daunting task. 

No sooner is one crisis 
solved than another aur- 
fuces. 

In mid-May. Mr Waigel 
appeared to have devised a 
solution to the problem of 
bringing this year’s public 
deficit below the 3 per cent 
of gross domestic product 
prescribed by the Maastricht 
Treaty, by revaluing the 
Bundesbank’s gold and cur- 
rency reserves. The surplus 
that would accrue from the 


roughly DMSObn difference 
between the low book value 
of the reserves and their 
market value would be 
transferred in stages to a 
special “redemption fund far 
historic burdens”, where It 
would offset deficits else- 
where In the public finances. 

This move, however, 
earned a stinging rebuke 
from the Bundesbank that 
forced Mr Waigel to abandon 
all hope of using proceeds 
from the revaluation of the 
reserves this year. 

While the press and public 
were absorbing the implica- 
tions of the row between 
finance ministry and central 
bank, Mr Waigel mid high 
level colleagues in Chancel- 
lor Helmut Kohl’s often 
quarrelsome coalition were 
struggling to tackle the next 
problem: that of filling 
yawning gaps in this year's 
federal budget and the draft 
for 1998, which is due for 
review by the cabinet in 
July. 

The Bonn coalition is 
faced with financial impera- 
tives that are difficult - if 
not impossible - to recon- 
cile. It must meet the Maas- 
tricht criteria limiting the 
public deficit to 3 per cent 
and overall debt to 60 per 
cent of GDP on a sustainable 
basis - in the years ahead as 
well as in 1997, the crucial 
year for securing member- 
ship of the planned single 


currency from 1999. 

It should not allow the fed- 
eral deficit to exceed the 
amount budgeted to cover 
investment. In compliance 
with this "golden rule”, laid 
down in tba constitution, the 
1997 budget envisaged 
investment of DMfiO^bn this 
year and about DMBObn in 
subsequent years. The defi- 
cit, fixed late last year at 
DM53J5bn far 1997, appeared 


safely below the investment 
level but is subject to strong 
upward pressure. Last year’s 
federal deficit of DM78.5bn 
was about DM18.5bn more 
t han planned. 

The pressures indude pay- 
ing far higher than expected 
unemployment, which is 
likely to average about 43m 
this year compared with a 
forecast 4.1m in January and 
335m when the 1997 budget 
was finalised last year. Mr 
Waigel has warned that the 
cost of higher unemploy- 
ment could be up to DM20bn 
above budget this year. 

At the same time, eco- 
nomic growth is failing to 


boost tax revenues. In May, 
the firann! ministry’s expert 
committee, which produces 
tax revenue estimates twice 
a year, forecast a DM18bn 
shortfall in revenues far the 
federal, state and local 
authorities in 1997 and a 
total DMllSbn revenue gap 
between now and 20 01. The 
shortfall is structural. It 
partly reflects the export-led 
nature of Germany’s eco- 


nomic recovery and. partly 
the inefficiency of the pres- 
ent tax syst em. 

With its high tax rates and 
narrow tax base, Germany 
has unwittingly encouraged 
individuals and corporations 
to avoid tax. 

Flagging revenues have 
forced the government to 
seek radical changes to the 
complex and inequitable tax 
system. Several different tax 
reform measures have been 
presented to parliament 
These include plans to cut 
the hated “solidarity sur- 
charge”, imposed on income 
and corporation tax bills to 
help finance eastern Ger- 


many, by 2 percentage 
points to 5.5 per cent at the 
start of next year. 

A wide reform of the 
income and corporation tax 
systems that aims to cut tax 
rates radically while pruning 
tax privileges is planned 
from 1999. 

However, such reforms 
cost money. Long before it 
was presented with the 
recent forecasts of reduced 
tax revenues to 2001, the 
government agreed that its 
big tax reform should 
include a net easing of the 
overall tax burden of about 
DMSObn. 

Unfortunately, the 
planned broadening of the 
tax base will still leave an 
additional gap of at least 
DM15bn to be financed. A 
separate restructuring of the 
pension system is likely to 
produce a similar hole. This 
has meant that while plan- 
ning income tax reform with 
net cats, most of the public 
discussion on the reform has 
centred on the likely indirect 
tax increases that will be 
necessary to make the sums 
grid up. 

The 1999 tax reform is 
bound to be amended as it 
passes the Bundesrat, where 
opposition Social Democrat- 
controlled states are in the 
majority. 

In the coalition, Mir Waigel 
has been subject to damag- 
ing criticism from the small 


Free Democrat party, the 
junior partner to Mr Kohl's 
Christian Democratic Union, 
and Mr Waigel’s own CSU, 
which sees itself as a tax-cut- 
ting party and rules out 
higher taxes in principle. 

Reaching agreement in the 
coalition on the 1996 budget 
is the subject of very diffi- 
cult negotiations with the 
FDP. Mr Waigel has been 
careful not to rule out indi- 
rect tax increases next year 
while FDP leaders have 
declared that these would be 
“poison foe the economy”. 

Meanwhile, what the gov- 
ernment calls the “blockad- 
ing” policies of the SPD in 
the Bundesrat are giving rise 
to lopsided financial legisla- 
tion which does nothing to 
reduce the complexity of the 
tax and benefit system. 

In the circumstances, it is 
not surprising that Mr Wai- 
gel has rediscovered privati- 
sation as a way of plugging 

budget gaps. 

But privatisation and the 
unfortunate plan to revalue 
the Bundesbank reserves are 
one-off measures. To solve 
the crisis in Germany’s pub- 
lic finances, Mr Waigel needs 
a longer-term vision in 
which cuts In spending and 
subsidies will be put along- 
side tax reform. With the 
next federal election now 
less than 16 months away 
the time for outlining such a 
vision is becoming short 


Germany’s forecast revenue shortage (DMbn) 
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Time to be 
venturesome 


Mr Johann WUhelto • bureaucracy can be stifling 
Gaddum, deputy president and social security costs 
of the Bundesbank, the . are burdensome for 
central bank, thinks - employers and employees. 
German investors fl”** Mr Gaddum does not 

companies pho uT d become criticise the government 
more risk-minded. Bat he ■’ .’ . but says rethinking is 
does not follow those who . necessary. “One has to 
want to ape Anglo-Saxon -- - understand that politicians 
practices to the Bill; • ; ■ cannot react that quickly to 
*T we have to find a changing conditions. The 
way that doesn't Involve • ' economic environment in 
throwing overboard the '. which they operate has 
tr aditions of the German . ' altered.” 
system. You can .have a While the success of last 

corporate culture that year's Deutsche Telekom 

com bines the old with the share issue has alerted 
new.” man y to the attractions of 

What is increasingly equities, there Is still a long 
clear in these days of way to go before the stock 

globalisation is that the did market’s role in the 
“house bank” economy matches those in 

between bompanies and • the UK. US. Japan and 
banks are dwindling, other countries, 

espetially.at big concerns. Efforts are being made to 
“Fora longtime, German broaden the range of 
corporate culture was very quoted companies, an 
much concentrated towards important initiative being 
companies beb% shut off the Neuer Mark! set up by 
from the- market rather Deutsche BOrse, which 

than opening up to it" says runs the Frankfurt 
Mr Gaddum, who is 
responsible for capital and 
money market issues. 

- ‘Th e German banking 
system is very efficient and 
it also provides a ./ V. . 
comprefaHnsivG service that 
man™ companies are not 
forced togo to, the market " 

Companies law found a 
ready source of loans and 
advice at their bank&JBut 
this is changing. Returns " 

. on tradlfinhfll bank landing 
and deposit business have 
been shrinking, while more Johann Gaddum: banHng 
and moreaHnpanies are system to vwy officiant 
finding it cheaper to raise : 

money from the capital . • securities exchanges. This 

market. : . ; market is aimed at 

The process is taking " test-growing, dynamic and 

tone in Germany, ^ though.,., technology-oriented 
“We need, ntire rehearing companies, 
capital in our economy, ; As the euro approaches, 
especially since . . - ft will be vital for German 

investments are Hkdy to be banks, companies and 
more rather, than less risky investors to be fully 
as they are linked witii- prepared for the unification 

technological innovations”, of ca pital marke ts that a 
. With product and. single currency will bring 
innovation cycles speeding about The same applies to 
: Jip, today's successes can . band and money markets, 

become tomorrow's ‘There will be competition 

•failures. So tine traditional between financial centres 
German route of debt and between issuers of 

financing is no longer the securities,” Mr Gaddum 

answ>^ “There is no sense says, 
m securing the banks of Because the Maastricht 
being riak-shy,” Mr treaty excludes any ball-out 

Gaddum adds.- Banks are by the European central 
not there to handle these bank - which will set 
;riskB. “This has to be monetary policy for the 

understood better.” . euro countries - of 

This appHes espedally to governments which ran 
politicians. Who need to be Into budget problems, 

aware thatrlsk premiums analysts and investors will 
on capital have to be high have to look hard at the 
enough to encourage new relative merits of national 

’ investments. bond issues. "Ibis will lead 

' While 'max# politicians, to differing ratings of loans, 
from Chancellor Helmut even in a unified capital 
Kohl downwards, have market This could be one 

called on Germans to be of the most interesting* 

. less rtsk-averee and more developments In the 

. entrepreneurial. market" 

'' consider able obstacles ■■ 

xonain. Thxee are hi^u Andrew Fisher 



NORD/LB’s Capacity 


Whatever major project you are planning, we will finance it: 
The NORD/LB Corporate Client Advisory Service. 



Major projects demand exceptional strength. 
As one of the major German banks with an 
international reputation, NORD/LB has 
considerable financial power and a wealth 
of experience. Our in-depth knowledge of 
corporate finance allows us to get to the crux 
of the matter clearly and explicitly: a direct 
approach which reflects the NORD/LB’s 
capacity. A good foundation for bringing 
your major plans to fruition. 

Our Offer: 
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BANKS • by Andrew Fisher 


Shake-up fever 


played down 


Hostile takeovers 
would be costly 
and may risk 
alienating 
valuable staff 


Germany’s big banks are set 

for a restructuring wave that 
could change the face of 
financial services in 
Europe's biggest economy. 
Or are they? 

Ever since Deutsche Bank, 
the country's biggest bank, 
set the stock market a li gh t 
last July with the news that 
it had acquired a 5-21 per 
cent stake in Bayerische 
Vereinsbank, speculation 
about a shake-up in Ger- 
many’s over- branched bank- 
ing sector has been rife. Pre- 
viously sluggish bank shares 
have soared - as has the 
stock market in general - 
and all manner of possible 
merger and takeover permu- 
tations have been mooted. 

Top German bankers were 
bombarded with questions 
about the topic at their 
annual press conferences 
this spring. They answered 
circumspectly, refusing to be 
drawn on what they thought 
might happen. 

Some made clear, how- 
ever, that they would not 
simply sit by and watch the 
sector being restructured 
without taking an active 
part Others pointed out Oat 
hostile takeovers in banking 
would be next to impossible, 
because they would be too 
costly and would risk alien- 
ating valuable staff, who 
might then leave. 

The big Allianz insurance 
group is likely to play a cru- 
cial role in any restructur- 
ing. It owns 22 per cent of 
both Dresdner Bank, the sec- 
ond biggest bank, and Bayer- 
ische Hypotheken- und 
Wechsel-Bank (Hypo-Bank), 
and has a holding in the 
smalls- BHF-Bank, which is 
occasionally the subject of 
takeover rumours. 

So far. however, the own- 
ership of the big banks is 
same as it was before Deut- 
sche Bank, based in Ger- 


many's financial capital of 
Frankfurt, bought into 
Munich-based Vereinsbank. 
And while some bankers and 
many analysts are convinced 
that big changes axe in the 
offing, others expect no 
movement - for the time 
being at least 

Mr Hiimar Eopper, who 
has just bowed out as chair- 
man of Deutsche Bank and 
now beads its supervisory 
board, believes that the sta- 
tus qao among the biggest 
banks will be maintained for 
a while. “I wonder that this 
unleashed such speculation." 
he says of the Vereinsbank 
holding. 

Instead of changes among 
the top five German private 
sector banks - including 
Commerzbank, in which 
there are no sizeable outside 
stakes - he expects consol- 
idation to come first among 
the myriad public savings 
banks and the co-operative 
banks. He believes any 
changes at national level are 
anyway likely to be Ear out- 
weighed by the eventual 
impact of the single cur- 
rency on European banking 
structures and practices. 

The consolidation process 
is already well under way in 
Germany, as savings banks 
merge. But there are still 
more than 600 with about 

19,000 branches. “Our bank- 
ing sector has a different 
structure than in any other 
industrial country." Mr Kop- 


% of domestic banks' 
t ote f assets 


Private sector faanta^ 
of which big three*' 9 

PubBc sector banks; ^ 
of which Landcsbanks 18. 

'Co-opsratfVK banks"; 

Others ■ 

* irtciwfing mortgage bank* 


of public sector ba 
fond 1985 agorae) 


per says. “We can only talk 
about structural changes - I 
don’t know when this is 
likely to happen, I am 
talking purely theoretically 

- when people's powers of 
imagination reach far 
enough to allow German 
public sector banks to com- 
bine or link up with co-oper- 
ative or private sector 
banks." So for, “the Imagina- 
tion is lacking for this now". 

He points out that Ger- 
many's biggest banks - with 
Berliner Bankgesellschalt. 
BHF-Bank and the privately- 
owned SaL Oppenheim bank 

- make up “a small part" of 
the German banking sector. 
"What big f-hangpg can they 
bring about?" he asks. 

Mr Ernst Michel Kruse, 
the new chai rman of BHF- 
Bank, also sees limited scope 
for change until the non- 
private sector banks are 
trimmed. "Half the banking 
industry is savings and co- 
operative banks,” he says. 
"You have to ask how signi- 
ficant any restructuring or 
consolidation could be in an 
Industry at large that does 

not change f undamental 

structure." He expects 
change in time. 

The main private sector 
commercial banks have only 
about a fifth of the German 
savings and deposit market 
"In other countries one bank 
alone has this," Mr Kopper 
says. Hence his belief that 
there will have to be a fur- 
ther slimming down in the 
savings and co-operative 
bank sector. 

To cut costs and improve 
service and efficiency in this 
over-banked market, all the 
big banks have been stream- 
lining their extensive branch 
networks , concentrating 
their back office activities 
and shedding staff. 

There was a move to com- 
bine private and public 
banks under one corporate 
roof with the formation of 
Bankgesellschaft Berlin in 
1994. This brought the public 
sector Landesbank Berlin, 
which owns the city’s 
savings b ank , together with 
a property finance bank and 



t&nar Kopper; status quo wffl 
be maintained 


Dealing effectively with the accelerating 
pace of change in European markets has 
become one of the major challenges of 
our time. Although change often leads to 


on a European scale, DGZ serves a select, 
demanding clientele of corporations and 
financial institutions as well as govern- 
ments and government agencies. 


QUALITY RESOURCES 
FOR CHANGING MARKETS 


dramatic shifts in priorities and ways 
of conducting business, new problems 
caused by change invariably spawn new 
opportunities-requiring the strength and 
resourceffulness of thefinanrial community. 

That% where Deutsche Girozentrale 
- Deutsche Kommunalbank - comes in. 
DGZ is a central institution of Germany's 
Savings Banks Organization, the countryls 
largest banking sector. Backed by sub- 
stantial resources plus proven knowhow 


The bank's service potential covers a 
broad range of wholesale commercial and 
investment banking capabilities, including 
syndicated fund-raising operations. More- 
over, DGZ provides the full spectrum of 
Eurobanking services through branches 
in Berlin and Luxembourg as well as a 
subsidiary in Luxembourg. 

If you are looking for a banking partner 
with quality resources for changing mar- 
kets in Europe, have a talk with DGZ. 


DGZ - the small team with big resources 
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PROFILE 


Trailblazer Haps reward 


Berliner Bank, a commercial 
bank. 

But the component banks 
are still run separately and 
the group's performance has 
been hampered by reorgani- 
sation- Also, it has been per- 
forming poorly, with last 
year's results affected by a 
jump in provisions because 
of bad property and business 
loans. It is now trying to 
expand further by merging 
with Hanover-based Nord- 
deutsche Landesbank, also 
in the public sector. 

This would create one of 
Germany's biggest banking 
groups. Yet although it 
would take the restructuring 
process in German banking 
a stage further, it would not 
be the big step many people 
are waiting for. For one 
thing, the strong political 
influence is likely to inhibit 
reductions in costs and jobs. 
For another, it will not 
involve any of the top namss 
in private sector hanking. 

There has been specula- 
tion that the Berlin group 
might be interested in buy- 
ing BHF-Bank, although 
both have denied talks. 

Westdeutsche Landesbank. 
Germany’s biggest public 
sector bank, excited the mar- 
ket this year when it pro- 
duced a detailed study of 
who might profitably com- 
bine with whom. It identified 
three main potential group- 
ings: Deutsche Bank and 
Vereinsbank (with potential 
synergies and savings from 
branch and job cuts of about 
DM5.8bn in 1999); Dresdner 
and Hypo-Bank (DM4.5bn); 
and Vereinsbank and Hypo- 
Bank (DM7.7bn). 

Realising such potential 
will not be easy in a country 
with strict labour laws and 
strong employee representa- 
tion on supervisory boards. 


Mr Gerfauti Schmid, 
dsdnsas of MbUiCom. is 
learning Bngifch. He b sit- 
ting in his small office ha 
Schleswig, a quiet, former 
Viking town in northern 
Germiny. cmly a start dis- 
tance Bum the Dsxrish bor- 
der. 

He has just returned from 
London, where he met 
investors to tell them about 
his young company. Nest 
week be willfiy back to 
En gland for a technology 

exhibition. 

“I have to know Engfish. 
You can live and work here 
in the c o u n trysi de, in the 
fresh air, but you learn 
about this industry in the 
US, in London," he says. 

MobflCom. a mobile tele- 
phone network provider, 
became the darting of Ger- 
many’s new stock market 
far growing businesses as 
the first company to issue 
new shares on the exchange 
fai March. Following 
DMfflm offering, which was 
100 times oversubscribed, 
the company's shares have 
rocketed, rising from the 
DM&LSQ issue price to about 
DM140 by the end of March. 

"We have been astounded 

by the success, but it does 
show our future opportuni- 
ties," Mr Schmid says. This 
month the company pub- 
lished its results Ear its first 
quarter as a public com- 
pany. Subscribers wee up 
14X00 to 174.000, turno v er 
was DM09m and pre-tax 
profits DM&Am, compared 
with less than DMlm a year 
ago. 

An obvious reason for fire 
business's success is the 
sector Mobil Com is in. The 
mobile phone market is an 
exciting, fast-growing and - 
as Mr Schmid's globetrot- 
ting shows - increasingly 
international business. The 
German mobile phone mar- 
ket grew T cent in the first 
quarter. In France. Italy and 
Spain growth was 12 per 
cent 

Another reason for suc- 
cess. was the publicity sur- 
rounding the launch of Ger- 
many’s new small company 
exchange, called the Neuer 
Mark*. “The time was right, 
telecommunications is inter- 
esting and then the Deut- 
sche BOrse promoted the 
Neuer Markt and they 
therefore promoted us too." 

But in spite of the free 
publicity, Mr Schmid insists 
that the surge in the share 



Gerhard Schmfcf flag) andl f aB u w dfcactorCatatea M ayan *W> bava 
bean a st ounde d bytiw succats' 


price is more a sign of inter- 
est in the company than in 
the new market "Nobody 
just invests in the market, , . 
they invest because they are 
interested in the company. 
The market just tells you 
that there is transparency, 

that thg com pany ha« 

proper accounts, that it has 
a prospectus, that it is offi- 
cial, " he says. 

Among other things, the 
Neuer Markt requires that 

rwnji a nte ^ pjff Hfe 
flPfffM-diw g tn intn^atinnal ' 

accounting standards and 
that results be available in 
English. 

Bui perhaps the mast 
important reason far the 
company's success is the 
aggression and focus with • 
which MobilCam has ' 
approached the mobile tele- 
phone market It is these 
qualities, says Mr Schmid, 
which have made it possible 
for the small company, only 
six years old, to survive 
against big competitors . 
such as Bosch, Daimler . 
Benz, BMW, Ford and Moto- 
rola. 

Before he founded Mobil- 
Com Mr Schmid worked at 
Sixt, the car rental company 
- “also a tough, business," 


he says. "Our competitors 

said we’d only be in this 
markatforafewyears. But 
they were wrong," says Mr 
Srbmiri , ahaMng his fist tri- 
umphantly. “We are faster, 
mcse flexible, more aggres- 
sive than the others. We 
wifi not be bigger than 
them, but we can be more 
successtulin terms of 
profit" 

He points to new success- 
ful sales techniques Mobil- 
Com has introduced: a sys- 
tem of direct sales including 
500 freelancers, who are 
paid commission for every 
new customer they sign, 
and a network of GO fran- 
chise shops across Ger- 
many. 

“I have learnt two things 
with this company." says 
Mr Schmid. "One lesson is 
that growth also brings 
problems. It saps liquidity, 
and you need good manage- 
ment to dMwnd iL The sec- 
ond is that people have lim- 
its, but that these are only 
in thedr beads. My workers 
didn’t believe they could 
compete against the big 
companies, didn’t think 
direct sales oar franchises 
would weak, but they all 
have." 


Success is changing 
MohilCom. Not least, the 
extraordinary rise tn the 
company’s share price has 
meant its 233 employees 
have become more inter- 
ested in shares, and not just 
those of MohilCom. “They 
also feel their work is more 
reccgnlsed, and that adds to 
motivation,'' says Mr 
Schmid. “All of the heads of 
department are now driving 
BMWs.” 

The business's expansion 
gigf » means that the com- 
pany will soon haw to 
move a lot of Its operations 
from the centre of Schles- 
wig - where it was origi- 
nally lured with a loan from 
the local state government 
- to a bigger site about in 
miles away. 

While the company bus 
come a long way. Mr 
Schmid thinks it has much 
further to go. He points out 
that the penetration rate of 
the mobile telephone mar- 
ket in Germany - the num- 
ber of subscribers as a per- 
centage of the population - 
is below the Western Euro- 
pean average and Is still 
only about half ns big as 
that in the UK. “The market 
for the coming year? is 
unending." he says. 

He now wants the com- 
pany to expand into new 
areas, in particular into 
fixed-line telephones when 
this market is liberalised 
next year. This would bring 
MobilCam into even closer 
competition with the big 
European telephone provid- 
ers as it fights fur calls in 
the normal household and 
office market. 

But whatever happens. 

Mr Schmid intends to stay 
true to the company’s 
motto: "Free and Indepen- 
dent" 

He says: "There have 
been offers tn the past - fur 
DM20m, DM-Wm in 1993. in 
1994. But what would 1 do 
with the money, play golf?" 
He owns 70 per cent of the 
company and 31. the venture 
capital business. IU per cent, 
The remaining 20 per cent 
was floated. 

Mr Schmid smiles wlwn 
he contemplates his compet- 
itors. “All the others are 
subsidiaries of bigger, huge 
companies. They are like 
children, whereas we are 
not, we are our uwn com- 
pany." 
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SMALL COMPANIES • by Graham Bowley 


Innovation helps banks 
look to the future 


«V rf 




The need for risk 
capital is getting 
increased 


attention, not 
least from banks 


Making it easier for small 
but promising companies to 
gain access to the capital 
they need to grow has 
become a hot topic in Ger- 
many at a time of high 
unemployment and a slug- 
gish economy. 

The job-creating possibili- 
ties of small, innovative 
companies and the need for 
risk capital are receiving 
increased attention, not least 
I from the banks, which are 
I worried about where their 
future customers are going 
to come from. 

Perhaps the most impor- 
tant step forward has been 
I the establishment by the 
Deutsche Bdrse, the Frank- 
furt stock exchange, of a 
i new market for small compa- 
nies - termed the Neuer 
Markt A listing on this mar- 
ketreqoires companies to 
provide transparent and fre- 
quent financial reports 
which meet international 
accounting standards, avail- 
able in English as well as 
German, as a way of boost- 
ing investor confidence in 
the small company segment 

The market was opened in 
March with the launch of its 
first issue - by MobilCam, a 
mobile phone service pro- 
vider - and a relisting from 
another, less successful 
exchange by Bertrandt, a car 
design service company. 
Since then, three other com- 
panies bave said they intend 
to list on the exchange, and 
the market authorities 
expect about a dozen more 
businesses to have listed by 
the end of the year. 

“The main reason why the 
Neuer Markt has so far 
enjoyed success is because 
Investors believed they 
would be well informed. 
Things were transparent." 
says Mr Uwe Flach, a mem- 


ber of the board of DG Bank, 
which brought MobfiCom to 
the market. 

Mr Rolf Breuer, chairman 
of Deutsche Bank, Ger- 
many’s biggest bank, and 
supervisory board chai rman 
of the Deutsche Bbrse, is 
optimistic about the mar- 
ket’s future - especially 
since other small company 
markets in other European 
countries such as AIM in 
Britain and the Nouveau 
Marche in France are doing 
better after some starting 
problems in the French mar- 
ket. Mr Breuer says the Nou- 
veau Marche is “back on 
track” and doing very well 
and the French public is sat- 
isfied. “So that gives me 
more confidence that in Ger- 
many as well the Neuer 
Markt will do very welL" 

A further step towards 
helping small business has 
been the establishment by 
Deutsche Bank earlier tills 
year of a DM25m investment 
fund devoted to supporting 
the growth of innovative, hi- 
tech companies. 

The new fund - which will 
be enlarged by a further 
DM20m If it is successful - 
marked the end of a year’s 
programme by Deutsche 
Bank to provide start-up 
help for young, hi-tech com- 
panies. This programme 
resulted in support for about 
16 businesses with a total 
investment of about DM3lm. 

Mr Carl Ludwig von 
Boehm-Bezing, a director of 
Deutsche Bank, said he was 
concerned about the lack of 
equity culture in Germany, 
where investors would still 
rather put their money in 
land than in shares, and 
where getting capital could 
be a tortuously long process 
for some companies. "The 
experience of the past is that 
it takes longer in Germany 
than In Anglo-Saxon coun- 
tries." he says. 

Another practical step has 
been taken by DG Bonk. 
Many small companies con- 
sidering coming to the mar- 
ket can be put off fay the 


costs of seeking advice and 
preparing an issue. 

DG Bank launched a 
do-it-yourself manual with a 
checklist to help small com- 
panies work out for them- 
selves whether they are 
ready for the market. "If 
they think the answer is yes. 
then they come to us," says 
Mr Flach. Within two weeks, 
between 300 and 400 compa- 
nies approached the bank 
with requests for the man- 
ual. 

Mr Flach thinks that con- 
ditions are improving for 
small companies looking to 
raise capita] on the equity 
market. “Five years ago it 
was almost impossible for a 
small company or anyone to 
go to the market We had 
very few companies which 
raised capital an the equity 
market except those which 
were already listed." says Mr 
Flach. But now "there is a 
substantial change occurlng 
in the German equity cul- 
ture. The time is right to get 
companies interested". 

Reasons for this change 
Include the current buoyant 
state of the German stock 
market - the DAX index has 
been regularly posting new 
highs in recent months. 

But perhaps a more impor- 
tant reason Is the expected 
Shift In the German pensions 
system from a pay-as-you-go 
system towards private pen- 
sions schemes more common 
in countries such as the UK. 
This shift is likely to 
increase the awareness of 
equities among investors. 

Finally, a number of tax 
disadvantages have been 
removed from issuing 
shares. 

An important milestone in 
increasing investor aware- 
ness of equities was the 
huge public offering of 
shares in Deutsche Telekom 
by the government lost 
autumn. 

"It was a roaring success. 
The Telekom issue helped a 
great deal In making equi- 
ties more popular." says Mr 
Flach. 






He thinks that small com- 
panies in general which are 
looking to raise new finance 
through an equity issue can 
draw important lessons from 
MobilCom's experience on 
the Neuer Markt 

One of the most important, 
according to Mr Flach. is 
that the issue’s success can 
be helped if the company Is 
regarded as being in a 
growth industry, such as 
mobile telephones. 

“With telecoms, it was rel- 
atively easy to convince 
people this was a growth 
industry." he says. "The 
company was in a sexy 
industry, it was the right 
industry and the right stock 
at the right time. They also 
got a lot of free advertising 
because they were the first 
one on the Neuer Markt." 

A second important lesson 
is that companies need tn 
realise that they have duty 
in the Neuer Markt to meet 
the high standards required 
by the exchange, such as 
international accounting 
rules. 

Meeting these standards 
can be costly, but they also 
provide an important boost 
to Investor confidence. 

A third lesson is that the 
issue is helped If It Is a capi- 
tal increase, with the compa- 
ny’s managers staying in 
place, rather than an out- 
right sale of stock with the 
owners quitting the busi- 
ness. 

"A capital increase (or tin* 
company is a sign that the 
managers believe in (he 
business, they are staying 
and want to expand. This 
builds confidence among 
investors,” says Mr Flach. 

A final lessun is that it is 
important to have a period 
of bookbuilding during 
which the lead managers are 
able to test market senti- 
ment and gauge where ami 
to what extent there Is 
demand for the new shares. 
"It helped a great deal. You 
found n level in the market 
where the demand 
says Mr Fbch. 
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iWVESTMEWT FUNDS* by Laura Covill 


GERMAN BANKING AND FINANCE 5 


Investors reluctant to quit savings habits 


The need for 
long-term personal 
investment has 
never been 
greater 

Despite the industry's efforts 
to create a new fund-based 
vehicle for personal pen- 
sions, funds are still not the 
preferred investment for 
most Germans and the 
banks advising them. 

In terms of performance, 
the past year has been the 
ideal time to persuade Ger- 
mans to abandon, their old 
savings accounts and shift 
their assets into fluids. Over 
the past 12 months (to mid- 
May 1997) the equities bull 
market has propelled the 96 
German stock funds to aver- 
age growth of 35 per cent 
The top performer was DTTs 
Wachstumsfonds, which 
grew 52 per cent 

As state and company pen- 
sions decline in value, the 
need for long-term personal 
investment has never been 


greater. According to Mr 
Rolf Fassdw, chief executive 
of D1T, which is owned by 
Dresdner Bank, “the number 
of people who believe theyH 
need additional provision for 
their old age is growing rap- 
idly. That’s now about 80 per 
cent of the population". 

Yet fluids are not the only 
option, say the bankers 
which through their branch 
networks control most of the 
retail market for funds in 
Germany. lit Germany, a 
financial adviser’s primary 
decision win be not which 
funds to choose, but whether 
to select funds at all They 
often decide that real estate, 
insurance policies or direct 
securities investments are a 
better choice. 

Tax reform is on its way, 
but German tax laws in their 
present form make pr o perty 
investments a preferred 
choice for high-income indi- 
viduals. One outlandish 
choice, ship participations, is 
no longer a tax avoidance 
method. 

For fund managers, this is 


the downside of the German 
system, where every signifi- 
cant fund provider is owned 
by a bank which invariably 
recommends its funds but 
also represents the fund 
manager's main sales outlet 
Fund marketeers are almost 
entirely dependent on the 
decisions of the banks' 
investment advisers. 

Mr Klaus Esswein, chief 
executive of the AD1G fluids 
group, says with regret that 
last year, many German 
banks demonstrated they 
had "different priori ties" 
from the funds providers. 

Meanwhile, competition 
among German fund provid- 
ers is getting tougher. Over 
the past two years the num- 
ber of retail funds available 
from German providers 
alone has grown from fewer 
than 800 to 1,050. More than 
2,000 others from non-Ger- 
man providers are being 
marketed in Germany. 
“Enormous efforts are 
needed to be a leading per- 
former in thin environment," 
says Mr Udo Behrenwaldt, a 


managing director of DWS. 
the fluid company owned by 
Deutsche Rank 

Unless the bank's in-house 
fund manager performs as 
well as the competition, a 
bank's investment advisers 
may recommend alternatives 
from in-house insurers or 
even devise their own portfo- 
lio managemen t scheme. 

Retail investors are realis- 
ing that their bank invari- 
ably offers products from Its 
in-house fund provider. But 
given the poor image of inde- 
pendent financial advisers as 
an unqualified and unregu- 
lated profession, there are 
few credible alternatives. 

From next year, indepen- 
dent advisers wiO be obliged 
to obtain a Qualification. Ms 
Jutta Funck, the local man- 
aging director of Gartmore, 
believes that once the Ger- 
man public begins to trust 
independent financial advis- 
ers at least as much as 
banks are trusted, they will 
hear more about “foreign" 
funds, which are still 
unknown to most Germans. 


Although foreign-managed 
funds do not perform better 
on average than German- 
managed alternatives, the 
fact that they are perceived 
as a more independent 
choice nay boost their popu- 
larity. 

At present, foreign fund 
providers such as Gartmore, 
Fidelity and Templeton 
attract German customers 
through press advertising 
and by holding Information 
sessions for private inves- 
tors. But none is wfflJng to 
publish its German sales fig- 
ures. 

It is a rare German bank 
which breaks ranks by offer- 
ing foreign funds to their 
customers. Usually their 
motive is to make a state- 
ment of Independence from 
their parent h ank. Thus 
most direct banks offer a full 
range of funds. 

In the mass market, a few 
local savings banks (Spar- 
kassen) and co-operative 
h anks offer foreign funds to 
stand out from the local 
competition. But they are 


placed under heavy pressure 
from their in-house fund 
managers to fall back in tinp 

There are also a few pri- 
vate banks which seek inde- 
pendent alternatives for high 
net worth individuals. One is 
Baden-Wttrttembergische 
Bank, a regional hank which 
includes funds from Fidelity, 
Flemings and Gartmore as 
well as from German fund 
managers such as DWS in its 
discretionary portfolios for 
wealthier private investors. 

Mr Gerhard Single, co- 
head of fund-based portfolio 
manag em ent, complains that 
some German banks still 
miaiisg their in-house fluids 
to dump unsold securities 
from public offerings in 
which the hank hag partici- 
pated. Furthermore, he says, 
German fund managers will 
not provide regular details of 
the fund's composition. “We 
can’t find out what securi- 
ties are held in the funds 
from the big banking groups. 
Investors won’t accept that 
any more," Mr Single says. 

However, winning broad 


popularity far funds depends 
neither on independence nor 
on transparency. German 
fund managers argue that 
sm all investors are willing 
to invest large amounts in 
pension plans, but are con- 
fused about the best way in 
which to do so. 

A scheme drawn up by the 
German investment fund 
association CBVI) proposes a 
new type of pensions vehicle 
known as “Pensions-Son- 
dervennOgen” (PSV), which 
will invest up to 75 per cent 
of fluids in equities and up 
to 30 per cent in real estate. 
At present, German fund 
providers are not allowed to 
combine these two forms of 
investment in a single 
vehicle. 

The PSV scheme forms 
part of the forthcoming 
Third Finan cial Markets Pro- 
motion Act, which was origi- 
nally supposed to be intro- 
duced by late 1996 or early 
1997. But the German gov- 
ernment and parliament are 
occupied with so many 
reforms that the investment 


community is being kept 
waiting Mr Manfred Laux, 
BVI chief executive, now 
predicts the first PSV funds 
will be on the market in the 
first quarter of next year. 

The delay is no excuse, 
however, since fund provid- 
ers do not need the PSV leg- 
islation to sell pensions. PSV 
will neither create new 
investments nor improve 
incentives; it will simply 
repackage existing invest- 
ment opportunities under a 
new name. The funds lobby 
fought for tax breaks, but 
failed to win them. 

“It's nothing more than a 
marketing trick, an attempt 
first to establish the idea of 
pensions investment and 
second, to get tax breaks." 
says Ms Funck of Gartmore. 
Some fund marketeers admit 
privately that they do not 
expect any real boo6t in PSV 
investment until the govern- 
ment creates tax incentives. 
With German public finance 
in a serious predicament, 
that concession is unlikely 
to be made soon. 
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Corporate success story 




Visitors to the headquarters 
of Mr Robert Koehler,. 
chair man of SGL Carbon, 
the carbon aid graphites 
group, should not be taken " 
in by first appearances. 

With its staff of 17, housed 
in a genteel villa in a sleepy 
suburb of Wiesbaden, it is 
hard to believe this is the 
brain centre of (me of . 
Germany's fiercest 
crusaders of - 
Anglo-American 
management principles and 
head office of one of its most 
profitable listed companies. 

Mr Koehler. 48 and 
sharp-tongued, soon puts 
you straight With the 
country's unit wage costs 
the highest in the world, 
SGL Carbon is “keeping a 
dose eye on whether we 
should move out of - 
Germany altogether". And 


the headquarters were ' ' " . 
"deliberately designed as a r 
tent easy to take down and 
erect somewhere else if we 
need to - not something you 
can do with a palace and 
hundreds of employees’*. 

As Germany struggles 
with i0 per cent 
unemploy men t and the 
trend towards globalisation 
takes hold, remarks such as 
these have blackened Mr 
Koehler’s namp among the 
co u ntr y 's powerful unions ' 
and some of its politicians. 

At the same time, be has 
earned respect In the 
international business 
community for his efforts to 
Improve awareness iff 
shareholder value in a 
country which is only 
slowly beginning to distance 
itself from its stakeholder 
culture. 


Hie has also tackled many 
of the taboos of. German 
corporate hfe, such as stock 
options schemes far 
management, wage costs 
^and share buy-backs. 

The proof that he Is an the 
right track, Mr Koehler 
says, is in SGL Carbon's ' 
own success story. When lie 
toak.charge five years ago it 
was a ttttle-known, 
loss-making aim of the 
Hoecbst chemicals group- 
Today it is a world leader in 
its field, with a return on 
capital employed of 26 per 
cant last year and a market 
capitalisation of DM4bn. 
Since its Initial public 
offering in 1995, its stock has 
more than quadrupled in 
value. 

To get this far, Mr 
Koehler, ham is the 
conservative city of Munich, 


took a decidedly un-German 
route. Helped by u “highly 
formative” years at Hoechst 
UK, followed by a spell as 
head of Hoechsfs 
Columbian operations, Mr 
Koehler says he realised the 
key to success was adapting 
quickly to the challenges of 
globalisation. 

For SGL Carbon this 
meant in part expanding 
globally and moving 
two-thirds of its production 
abroad and away from 
Germany’s high cost base. 
And this when many 
German managers were still 
focusing “on regional 
business", as Mr Koehler • 
puts it, at home or in 
Europe. 

In addition, it meant 
trying to satisfy the exacting 
rtwnjmdw of international 
investors who, following 



Robert Koehler: fierce crusader 
for management principles 

SGL Carbon’s listing on the 
New York Stock Exchange 
last year, comprise about 
three-quarters of its 
shareholders. 

Even now, as German - 
companies increasingly torn 
to foreign capital markets 
for liquidity to expand, Mr 
Koehler admits that 
shareholder value remains 


largely an unknown 
quantity fn Germany. “Hie 
problem here [in Germany] ; 
is- that many people still talk 
slot of nonsense about ' ’ 

shareho lder valn e and don't - 
really understand what the 
wart means..; or how fry. ' 
make it work at the , ’, ■ . . 
operating level. ' : 

.“It’s s ympto matic that we 
don' t even have a proper 2 . . 
word foritin Germany* 

Birt to Koehler & hoi a 
mahto be parted from his 
.vision. Leaning tea his. - 
experience abroad* he called ■ 
fo a stnmg foreign .. - ; r‘ 
contingent folds- * 
manag ement “to help, us- _■ • /■ 
move away frdan the ? - .- . >. ;- 
traditional way German .- - “ 
companies are run" Fewer 
than half the grbupfe.TO -i 7 
senior managers are - _•* . ■ -* - 
German.- \ 

Unlike many other *- 

German managers, , who are - 
merely paying Kp service to . 
the concept qfshapehqld^r-' - 
value, Mr Koehler has .pat • 


bis words into action. To 
Kjrw,»ifa mwuMi Tint only 

introducing benchmarking, 
a demur corpor ate • 
structur e, more open 
comm u nication with - 
investors and ambitious 
profit goals, trot also , 
creating a motivated 
workforce. ” 

Under Mr Koehler, SGL 
Carton became the first 
Goman group to Introduce - 
s tock op tion - 
share-ownership schemes ' 
managers. This was • 
“revolutionaiy". he says, in 
a country vfoere wage . 
differentials between top 

nyina'g wTipiwt. anrt assembly 

line wmkere are among the 
' lowest inihe world and 
tbeie is a great -deal of 
pubtfo Scepticism. about 
peribrmance-Talated pay." 

; For Mr Koehler; farther 
proof that SGL Carbon 
chose the right strategy 
.. came earlier this year when 
Krnpp-Hoesch, the steel and 
engineering group. 


- '.p!. 
- . 


attempted a hostile takeover 
of its bigger rival, Thyssen. 
Krupp-Hoesch later settled 
for a merger of their steel 
operations, partly in ■ 
response to pressure from 
the miiiwK and p oliticians . 

“I strongly believe the 
Krupp/Thy seen story win 
change the German 
corporate landscape. Even 
big companies wfD learn 
from it that they too could 
be a target for hostile 
takeovers if there is too big. 
a difference betwe en their 
asset value and market 
value." 

Mr Koehler has not given 
up an Germany yet He 
stresses he is hopeful “the 
new generation of younger 
German managers and 
pressure from international 
capital markets” win 
accelerate the pace of 
change. One can imag ing Mr _ 
Koehler pitching his tent 
elsewhere if it does not 

Sarah Althaus 


A/o 



LANDWUTSCHAFVUCHI rkntknbank 
AT A OUNCE 

Business vobroe 

DM 

66.7 bn 

Total assets 

DM 

66.6 bn 

Medium-term and long-term loans. 

DM 

404 br 

Shortterm loam 

DM 

1.3 bn 

Brads issued 

DM 

32.4 bn 

liable equity capital 

DM 2,442.0 m 

Net interest income 

DM 

248.1 m | 


International investors know why they appreciate 
us as a successful issuer on the world capital 
markets. This also has to do with our first-rate 
credit standing. Our triple A ratings have not 
come easily to us but are 
the result of hard work. 


Rentenbank is a central refinan- 
cing institute for medium-term 
and long-term loans, it is a pub- 
lic sector bank with a mission 
to promote German agriculture, 
its customers are banks. 
Rentenbank is a constant issuer on the German 
capital market. 

Annual Report on request. 

Londwirtschaftiiche Rentenbank 
P.O.Box 10 14 45 
D -60014 Frankfurt am Main 
Telephone: 0049 69 2107-269 
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EASTERN EUROPE * by Graham Bowley 

Move to 
the east 
pays off 
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The pattern of 
German banks’ 
involvement has 
followed the 
pattern of trade 

German batiks have been 
quick to follow the country’s 
business and industry into 
eastern Europe and are now 
heavily involved in the 
region. 

According to a report last 
year by the Bundesbank, the 
German central bank, Ger- 
many alone accounted for 
one third of eastern and cen- 
tral European countries’ 
trade with western indus- 
trial countries by the middle 
□f 1996. This follows rapid 
growth: between 1993 and 
1995. Germany's exports to 
the central and east Euro- 
pean countries rose by about 
one third to just under 
DMSObn. 

“The central and east 
European economic area is 
therefore already more 
important as an export mar- 
ket for Germany than, for 
example, the US,” according 
to the Bundesbank. As fur- 
ther proof of the strong and 
growing links, about one 
tenth of Germany's total 
direct investment now flows 
to central and eastern 
Europe. 

“For ah the eastern Euro- 
pean countries, Germany is 
by far the largest foreign 
trading partner in terms of 
imports and exports. That 
makes it quite different from 
other European countries 
and that shows the region’s 
importance to our custom- 
ers,*’ said Mr Edwin Rindt, 
deputy-manager responsible 
for middle and eastern 
Europe at Commerzbank in 
Frankfort. 

“[The opening up of east- 
ern Europe] has brought a 
whole new market nearby 
Germany and with a big 
potential. It is almost our 


own market. We have been 
focusing a lot of resources 
on it and we have made prof- 
its from it and a reasonable 
return from it,” Mr Rindt 
said- 

Not surprisingly, the pat- 
tern of German banks' 

involvement in these coun- 


growth has mainly been con- 
centrated in Poland, the 
Czech Republic and Hun- 
gary, • which together 
account for more than a half 
of German companies' 
exports to central and east- 
ern Europe. 

Reflecting this, the main 
Inroads made by the banks 
have been in these three 
countries where reform has 


are also involved In Slo- 
vakia, Slovenia and the Bal- 
tic states. They are also now 
pushing more heavily into 
areas where economic prog- 
ress is less well advanced 


“Poland, the Czech Repub- 
lic. Hungary, these are the 
countries to which interna- 
tional investors have gone 


was to go with our clients, 
said Mr Peter Tils, a director 
responsible for middle and 
south-eastern Europe at 
Deutsche Bank. 


fered. Deutsche Bank, for 
example, has adopted a strat- 
egy of opening its own new 
subsidiaries in the region, 
while Commerzbank has 
tended to buy into existing 
operations in the area. Most 
banks, however, are now try- 
ing to develop their business 
from their MtM operations 
in commercial banking into 
investment hanking. 

“We started with corre- 


spondent banking but after 
we saw our customers were 
there, it was clear that this 
was not enough, we bad to 
be present as Deutsche 


establish some subsidiary 
branches” said Mr Hubert 
Pandza, responsible for east- 
ern Europe and central Asia 
at Deutsche Bank. Deutsche, 
which opened a. branch in 
Plague in 1993, has a subsid- 
iary in Poland and which 
opened a subsidiary last year 
in Hungary, is keen to 
emphasise its historically 
strong links with the region. 


in many of the eastern Euro- 
pean countries’ big privatisa- 
tions and in many of the big 
loans to the region - it is 
helping to arrange the latest 
syndicated loan for Gaz- 


On average, 25 per emit of 
the trade between Germany 
and eastern Europe is chan- 
nelled through our books,” 
said Mr Tils. “We have close 


business,” he said. One 
country where Deutsche is 
especially proud of its links 
is Russia, where it has repre- 


banking activities under one 
root 

Deutsche; has led the 
restructuring of Russia’s 
commercial bank debt the 
socaHed London dub debt, 
which the country inherited 
after the collapse of the 
Soviet Union, and on which 
Deutsche expects to reach an 
agreement this summer. 
Deutsche last month opened 
a new representative office 
in Croatia. 


As part of its push into 
Poland. Commerzbank 
bought a 21 per cent stake - 
since increased to 32.9 per 
cent - in Bank Rozwoju 
EKsportu (export develop- 
ment bank), a medium-sized 
bank with a branch network. 
“That gave us access to a 
branch network. In the 
Czech Republic, you can 
reach the rest of the country 
from Prague. But Poland has 
a tot of important regional 
markets. We have clients in 
five or six different cities, so 
wq needed a branch network 
in Poland,” said Mr Rindt. 

In Hungary, Commerz- 
bank has set up a commer- 
cial bank subsidiary and last 
year started - EorocorpCom- 
merz, an investment bank In 
which it has a 51 per cent 
stake. In the Czech Republic, 
Co mm er zbank has started a 
joint venture with Wood & 
Co, a stockbroker, • called 
WoodCommerz. It has a rep- 
resentative office in the Slo- 
vak Republic, and is also 
now considering a “strong 
presence” in the south-east- 
ern European countries, 
installing the former Yugo- 
slavia. 

■Our approach has been 
Afferent from that of Deut- 
sche and Dresdner. They 
have opened their own 
branches, have founded their 
own subsidiaries. Our 
approach is to do it organi- 
cally. If you buy a stake in a 
bank as in Poland you get 
the local knowledge,” said 
Mr Rindt 

Looking forward, Poland is 
the country which would 
seem to offer the greatest 
immediate growth potential 
for Germany's banks. 
“Because of its size and its 
links with Germany, we 
thfnit that Poland should be 
as important for us in the 
east as France is in the 
west," said Mr Pandza. 


Bank. So we established a 
tries has largely followed the network of representative 
pattern of trade. Export offices. The next step is to 


been greatest although they It has played a leading role 


such as Bulgaria, Romania, prom, the huge Russian gas 
Croatia. Russia and beyond utility, 
into central Asia. 


and the basis of our strategy links to the governments, to 

the central banks and to new 


But white the main banks 
are seeking to build a pres- 
ence in eastern Europe, the 
strategies they have adopted 
to achieve this goal have dif- 


sentative offices but where it 
now plans to open a subsid- 
iary and 1 to integrate both Its 
commercial and investment 
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The world is shrinking. Whereas 
your scope is constantly growing. 
Theoretically. And practically? 

Whenever you wish to make 
more than just a small move, 
indude the WestLB in your plans. 
We appreciate global thinking 
and, as one of Europe's leading 
banks, we have both the 
experience and the potential to 
achieve even exceptional goals 
- with you. Established as a 
German wholesale bank.- we 


offer you ail services from one 
source, made to measure, reliable 
and, if you like, worldwide. 

After all, what could be closer 
to your wishes than a bank with a 
perspective as broad as your own? 

Are you looking for a partner 
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1+49) 211 9 44 83 70 to request 
a list of our worldwide network 
straight away or visit our Internet 
under http-7Avww.wostlb.com 
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PRIVATE BANKS* by George Graham 


Beauty contest winners 


Germany's private 
banks have had to 
reassess their 
futures in recent 
years 

The Frankfurt skyline is 
dominated by the towers of 
Deutsche Bank, Dresdner 
Bank and Commerzbank, 
testaments to the power and 
might of the German bank- 
ing system. 

In their shadow, just next 
to the Frankfurter Hof hotel, 
sits a more modest building 
with the words “Sackcloth” 
and “Affluence" inscribed on 
its walls; the headquarters of 
Schr6der Mttnchmeyer 
Hengst & Co, one of the 
city’s private banks. 

Sackcloth may seem an 
inappropriate theme for a 
private bank, but Mr Jochen 
Neynaber, SMH’s co-chair- 
man , is -under no illusions 
about the need for modesty 
in the face of Deutsche Bank 
and other titans 

“The other guys are so big. 
Those guys get the first 
account, the second and the 
third. After that it’s the 
beauty contest,” he says. 

Not all of SMH’s competi- 
tors are so modest. Those 
with the luck or judgment to 
be based elsewhere than 
Frankfurt - SaL Qppeoheim 
jr. & Cie in Cologne, for 
example, or MJVL Warburg 
in Hamburg - have some- 
times found it easier to build 
substantial local businesses 
away from the shadow of the 
big three. 

“Like Caesar said, it is bet- 
ter to be number one in Gaul 
than number two in Rome,” 
says Mr Kail Otto PQbl, the 
former Bundesbank presi- 
dent who is now chairman of 
Oppenheim’s managing part- 
ners. 

Several private banks, too, 
have developed market-lead- 
ing positions in specific 
areas: Trinkans & Bmichanft 
in DOsseldorf, for example, is 
a prominent operator in the 
German derivatives markets, 
while the much smaller B. 
Metzler seel. Sohn & Co, in 
Frankfurt, has one of the 
largest mergers and acquisi- 
tions businesses in Ger- 
many, with a particular 
niche in advising local gov- 
ernments on ways of incor- 


porating and privatising 
mnnwapai services. 

For all Mr Neynaber’s 
modesty, too, SMH has built 
a top-rated equity research 
and braking business. 

Nevertheless, Germany's 
private banks have .almost 
without exception had to 
reassess their futures in 
recent years. Most have con- 
cluded that they no longer 
have the capital to compete 
in traditional but high-risk 
areas such as lending, and 
have sought to refocus on 
less capital-hungry activi- 
ties, principally corporate 
finance advice, equities 
broking and - source of the 
highest hopes - fond man- 
agement 

The unanimity with which 
private basks have opted for 
the same strategic goals Is 
remarkable, given the dispa- 
rate nature of their corpo- 
rate structures. 

Of the purest private 
banks - run by personally 
liable partners and still con- 
trolled by the family - only 
a handful remain. Oppen- 
faeim is the largest, with oth- 
ers such as Metzler and Del- 
farOok. Even Hands and MML 
Warburg have large finan- 
cial, institutions among their 
shareholders, though they 
are not controlled. 

Yet even banks owned by 
larger financial groups - 
SMH is controlled by Lloyds 
TSB of the UK, and Trinkaus 
& Burkhardt by HSBC Hold- 
ings - are in many cases 
structured as Kommanditge- 
sellschaft auf Aktien, a curi- 
ous cross between a partner- 
ship ami a public company 
run by personally liable part- 
ners. 

The partnership structure 
plays an important market- 
ing role in the asset manage- 
ment business. Mr Neyna- 
ber, of SMH, says It is 
Important to have a person- 
ally liable partner dealing 
with a very wealthy private 
client “because it puts us on 
his level". 

The failure of the big 
banks to replicate the suc- 
cess of the private hanks in 
the wealth management 
market through subsidiaries 
such as Deutsche Bank's 
Grunelius or Dresdner’s 
Hardy suggests that there 
may be something to that 
argument 



KwfOtto Pflhfc macro acanary 

In this business is vary cImt 

But Mr Herbert Jacobi, 
managing partner of Trin- 
kaus & Burkhardt says part- 
nership is also critical to his 
bank's overall attitude to 
risk. 

"If something really goes 
bad, you are risking what- 
ever assets you have. In any 
big organisation, you ana- 
lyse risk abstractly, but in a 
private bank you analyse it 
rather less abstractly,” he 
says. 

This attitude to risk has 
not stopped Trinkaus from 
continuing to lend to corpo- 
rate clients or from develop 
mg' a substantial proprietary 
trading operation, though 
Mr Jacobi says it has led the 
bank to invest heavily in 
risk mana gement systems. 
Some other private banks, 
however, have wound down 
their lending activities. 

Asset management offers 
the sort of low risk income 
streams that private banks 
are now looking for, and tar- 
gets in fids area are ambi- 
tious. Both in the traditional 
private banking field of 
wealth manag ement for indi- 
viduals and in the still tiny 
German institutional fund 
management market all the 
demographic and economic 
indicators are pointing to 
huge growth. 

“The macro scenery in this 
business is very clear." says 
Mr Pfihl. 

"People don’t trust the 
official pension schemes any 
more, and know they have to 
take steps to provide for 
their old age. Incomes are 
high, and there is a wave of 
inheritance of business for- 
tunes built up since the 
war.” 


private banks fare very 
well in the provision of moot 

management for very high 
net worth individuals who 
may haw sold their fathers 
business, but they have a 
problem with distribution to 
a wider market, although 
some, such as Oppenhcim. 
are experimenting with the 
sale of funds through insur- 
ance companies. 

What they cannot w.-ut for 
is the inevitable reform of 
German pension law to 
encourage the setting up of 
segregated pension funds, a 
market In which they 
believe they are particularly 
well-equipped to compete. 

Today, companies are 
allowed to make provisions 
for their pension liabilities 
on balance sheet, rather 
than in segregated funds, 
while employees are taxed 
on their pension contribu- 
tions. 

As n result, only a few 
multinational companies 
such as Hewlett Packard 
have set up segregated pen- 
sion funds. 

The few institutional fund 
management mandates 
around are also, for the most 
part, based on absolute per- 
formance - a requirement to 
achieve an actuarial return 
of. say. per cent - rather 
than benchmarked against 
peer groups or market indi- 
ces. as is usual in the US nr 
UK. 

“We are not accepting new 
mandates based on absolute 
return. Wo want clear bench- 
marks.” says Mr Neynaber 
or SMH. 

Pension reform may take 
some years to arrive, but prv 
vate bankers have already 
taken steps to establish dis- 
ciplined fund management 
teams so that they will be 
ready when the day comes, 
and With it a long-awaited 
development wf C.e -many's 
equity market. 

The likely development of 
the pension fund market k:«s 
not escaped the giants of 
Frankfurt, and they too have 
been building up their fund 
management operations. 

Still, when reform comes, 
most private hanks believe 
there will be plenty of busi- 
ness left for them. 

“This is a business which 
has a future." concludes 
Oppenheim's Mr Puhl. 


CARPS AND PAYMENTS SYSTEMS > by George Graham 

Plastic money catches on 


A decade ago 
there were only 
1.7m cards in 
issue. Today, 
there are 13.6m 

Change in the German retail 
banking market h as long 
been a glacial process, but 
developments in products 
and delivery channels over 
the past few years have 
started to shake up the sec- 
tor. 

Germany was once a back- 
water of the European credit 
card market, but the coun- 
try’s consumers are now 
adopting plastic cards In 
increasing numbers. 

At the same time, custom- 
ers are signing up in droves 
for a new generation of 
direct franks offering finan- 
cial services by telephone or 
PC 

in the payments market. 
Germany used to be domi- 
nated by cash, giros and 
Eurocheques. A decade ago, 
cards were used largely for 
travel and entertainment 
and only 1.7m were in issue. 

That number has already 
moved to 13.6m, ami Mr Lau- 
renz Kohlleppel, head of 
Gesellschaft fhr Zahlungs- 
systeme. the central German 
payments processing consor- 
tium, expects it to climb to 
17m by the year 2000. 

Helped along by the Inter- 
vention of the German cartel 
office, the dominance of the 
Eurocard, issued directly by 
GZS, has been broken down. 
Today, although Eurocard 
still leads with 7.9m cards, 
h anks are issuing their Euro- 
card/Master Cards, while 
Visa has also broken 
through into the German 
market, 

Citibank, the US retail 
bank which is the world's 
largest card issuer, has led 
the charge as a Visa Issuer, 
although the big German 
banks such as Deutsche and 
Commerzbank now also 
issue Visa cards. 

But Citibank’s biggest 
blow to the traditional struc- 
ture of the card market came 
with its co-branding deal 
with Deutsche Bairn, the 
national railway system. 

DB has around 3m Bahn- 
Card holders, who for a Oat 
annual fee get a 50 per cent 
reduction on rail fares. In 
1994. it decided to outsource 
the operation to a card pro- 
cessor, who could add a pay- 
ment function to the Bahn* 


Card. The contract was origi- 
nally awarded to GZS, bat 
when the card consortium 
told its members that they 
would have to absorb losses 
on the deal, the cartel office 
intervened. The contract was 
subsequently re-awarded to 
Citibank. 

Results from the Bahn- 
Card have been more disap- 
pointing than Citibank origi- 
nally hoped. The bank 
intended to issue Visa cards 
automatically to all adult 
BahnCard holders, but ran 
into flak from consumer 
associations which feared 
that move would encourage 
customers to get into debt 
As a result the combined 
Visa/BahnCard is now 
offered only 
as an option, 
so take-up has 
been slower 
than at first 
projected. 

Still. 455,000 
combined 
cards were in 
issue by the end of April, 
making the BahnCard one of 
the largest payment card 
programmes in Germany- 

Other co-branding deals 
such as Berliner Bank’s pro- 
gramme with ADAC, the 
German automobile associa- 
tion, have also boosted card 
issuance in Germany. 

The changes in the market 
structure have been so great 
that GZS has been, compelled 
to change its own structure. 
The company has now been 
split into two, with one arm 
condncting processing 
operations for all cards, and 
a separate unit as licence 
holder for the Eurocard 
brand in Germany. 

While other German banks 
have also started to issue 
credit cards, some outsiders 
believe they have only 
started to scratch the sur- 
face of the market's poten- 
tial. 

Most cards are still, in 
effect deferred debit cards: 
the bill is paid off each 
month and the credit line, if 
any, is attached to a current 
bank account, not to the 
card itself. 

In the US, the link 
between current account and 
card account has been 
almost entirely broken, and 
in the UK it has started to 
crumble in the face of highly 
competitive offerings from 
specialist card Issuers. In 
Germany, that process has 
scarcely begun. 

But the banks' relation- 


ship with their current 
account customers is coming 
under more immediate 
attack from a wave erf direct 
banks which have begun to 
woo clients in growing num- 
bers. 

Some of the earliest direct 
banking operations concen- 
trated on a limited range of 
services. Direkt An] age 
Bank, for example, focuses 
on broking and investment 
products, while Quelle Bank, 
an offshoot of the Quelle 
mail order group, concen- 
trated on consumer finance^. 

The leading commercial 
banks have now pitched into 
the market with foil service 
direct banking subsidiaries, 


been set up as free-standing 
operations in a bid to escape 
from the rigidities of the 
German banking industry's 
centrally negotiated pay 
scales and working condi- 
tions. 

Bank 24, for example, 
gives 26 days holiday a year 
compared with 32 or 33 in its 
parent company, and has 
wage costs 30 per cent below 
the industry standard tariff. 

Even so, none is yet mak- 
ing money, and break-even 
is still a long way oil. 

“We could not have had a 
five-year business plan with 
a break-even target if we had 
been inside the industry tar- 
iff, If we had had to do that, 
we would have gone to Scot- 
land or Brighton,” Mr Hol- 
trop said. 

The telephone banking 
centre has been set up in 
Bonn, well away from Deut- 
sche Bank’s headquarters in 
Frankfurt. It is no accident 
that other large call centres 
have also been set up in the 
state of Nordrhein-Westfalen 
- Citibank's is in Aachen 
and Dresdner Bank's new 
centre will be in Duisburg - 
since the regional govern- 
ment there is much more 
amenable than other states 
to the idea of 24-hour work- 
ing. 

What is particularly 
attractive about direct bank- 
ing for the big German com- 
mercial banks is that they 
run only a limited risk of 
cannibalising their own cus- 
tomers. 

The retail banking 
strength of the savings and 
co-operative banks, many of 
them limited by statute to a 
narrow geographical area, 
makes them a tempting tar- 
get for commercial banks 
with nationwide networks. 

But In a market that is 
now tn flux, the coming 
years could yet shake up 
long-established market posi- 
tions. 


Eurocard’s 
dominance 
has been 
broken down 


Vereinsbank’s 
Advance 
Bank, Com- 
merzbank's 
Comdirect, 
and Deutscbe 
Bank’s Bank 
24. 

Bank 24 is 
perhaps the most ambitious 
of these. By the end of April 
it claimed 110,000 customers, 
and its target is 500,000 by 
the end of 2000. 

“We are basically con- 
vinced that the direct bank- 
ing market will have sorted 
the sheep from the goats in 
the next few years. Institu- 
tions which are growing in a 
small way will lack the econ- 
omies of scale to compete. 
We are being very aggres- 
sive in order to add 100,000 
clients a year,” says Mr 
Thomas Holtrop of Bank 24, 

Comdirect now has 83,000 
customers and expects to 
have 200,000 by the turn of 
the century, according to 
managing director Mr Bemt 
Weber, while Advance Bank, 
which won 25,000 customers 
in its first year in business 
last year, said it hoped for a 
client base of 250,000 by the 
year 2000. 

The direct banks have 
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Bank Austria dips 
on news of issue 

Bank Austria's preference shares fell more than 
5 per cent on Friday after the company 
announced it was issuing Sch3bn ($246J5m) of 
new shares at a record low price of Sch376 each 
and at a steep discount to the group’s book 
value. The preference share issue is designed to 
help pay for Bank Austria’s Schi7.2bn acquisi- 
tion of Creditanstalt, Austria’s second-biggest 
bank. Page 19 

Stagecoach eyes HZ bus operator 

Stagecoach, the acquisitive UK bus and rail 
company, is considering bidding for Yellow Bus 
Company, based in Auckland, New Zealand. It is 
thought the business could command a £30m~ 
£40m ($4Sm-$65m) price tag, on annual revenues 
of £30m. page IS 

US online grocery store to go public 

Peapod, the US online-grocery store and deliv- 
ery' service, is expected to go public this week 
with an issue of 3.6m new shares on Nasdaq at 
between 313 and $15 each. The top price woald 
value the Illinois-based company at US$244. 8m. 
The group, which was set up by two brothers in 
1989, made a net loss of $9 .5 7m last year on reve- 
nues of $29.17m. Page 19 

Belgrade cancels telecoms signing 

The Serbian government called off the signing 
of an agreement to sell a combined 49 per cent 
stake in state-owned Telecom Serbia to Italy’s 
Stet and OTE. Greece’s state-controlled opera- 
tor. No official explanation was given for the 
last-minute cancellation, but one participant in 
the talks said “technical" details had held up an 
agreement Page 19 

Teleton lea reaches deal on Tba 

Telefonica, the Spanish telecommunications 
operator, has secured a compromise agreement 
with the Spanish government that will allow it 
to secure outright ownership of its subsidiary 
Tisa. the main foreign operator in Latin Amer- 
ica, which is 24 per cent state-owned. Page 19 

Heidetberger Zement enters Bulgaria 

Heidelberger Zement of Germany, the world's 
fourth-largest supplier of cement, has beaten 
international competition to buy controlling 
stakes in two Bulgarian cement plants. The 
company is set to pay the Bulgarian govern- 
ment about 325m far the plants, along with up 
to $25m of further investment Page 2D 

Unde forecasts profit from China 

Linde, the world’s leading supplier of forklift 
trucks, expects its recently opened Chinese 
operation to report its first profits by 1999. The 
German company, whose only non-European 
manufacturing site is in Xiamen, southern 
China, forecasts that the business will achieve 
sales of YnGOOm ($72Jfcn) in 1997, but will con- 
tinue to report losses over the next two years. 
Page 20 

Granada agrees £45m hotel disposal 

Granada, the UK hotels, catering and television 
, group, has lifted the total raised from the dis- 
cl' posal of Exclusive hotels following the Forte 
Ui acquisition to more than £450m ($733£ra) with 
an agreement to sell Brown’s hotel in London 
for £45m to Raffles Holdings of Singapore, a 
wholly-owned subsidiary of DBS Land. Page 18 

BCP issue to finance bank stake 

Ik in co Comercial Portugufis, Portugal’s second- 
largest bank, is to make a big international 
placement of subordinated debt to help finance 
an EsTTbn (3441m) acquisition that will increase 
its stake in Banco Portugute do Atl&ntico from 
50.1 to 75.1 per cent BCP is to acquire 27.5m 
shares from Imptrio, the insurer. Page 20 

Millennium expected to name chief 

The UK’s Millennium & Copthome Hotels is 
expected to announce it has appointed Mr John 
Wilson, formerly chief operating officer of Hil- 
ton International, as chief executive. His depar- 
ture from Lad broke, which owns Hilton Interna- 
tional, was announced last week. Page 18 
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ABB to cut jobs in western Europe 

Group seeks growth in emerging markets 


By Stefan Wagstyl and B8I Hail 

ABB. the Swiss-Swedish 
engineering group, is to shed 
thousands of Jobs in western 
Europe over the next five 
years in a renewed drive to 
increase efficiency, cut costs 
and spread its manufacturing 
operations around the world. 

The company hopes to cre- 
ate similar numbers of posts in 
emerging economies, inriufHng 
India, China and eastern 
Europe, to take advantage of 
lower labour costs and get 
closer to customers in local 
markets. Mr Gtiran Lindahl, 
ABB’s new chief executive, 
said the company's growth 
would come mainly 


from emerging economies. 

The prospect of further 
reductions in the western 
European workforce of one of 
Europe's most successful com- 
panies comes amid govern- 
ment concern over unemploy - 
ment. Mr Tony Blair, the 
British prime minister, last 
week gave a fresh impetus to 
the debate by urging Continen- 
tal leaders to pursue more flex- 
ible labour market policies. 

Mr Lindahl, who took over 
this year from Mr Percy Bame- 
vflt, said that maintaining the 
company’s total payroll at 


today’s level of about 215,000 
would depend on reaching an 
ambitious growth target for 
annual order intake of $50bn 
by 200i, compared with $36bn 
last year. The size of the work- 
force would depend on how 
much capacity the market 
could support, he said. 

Mr indicated jobs 

would be reduced in western 
Europe and North America 
even if the target were 
achieved because of the need 
to change the group’s geo- 
graphical balance. By 2001, 
about half of ABB’s staff 


would be in emerging econo- 
mies, compared with one-third 
today, be said. This Implies a 
reduction of between 20,000 
and 30,000 jobs. 

ABB's record suggests it will 
try to achieve cuts by volun- 
tary means. Mr Lindahl 
declined to say where the 
reductions might falL 

The biggest concentrations 
of staff in the industrialised 
world are in Germany, with 
31,000, Sweden, with 26,200. 
and Switzerland, with 11,400. A 
further 20,400 work in the US. 

Mr Lindahl's plans are a con- 


tinuation of the strategy pur- 
sued by Mr Barnevik, now 
non-executive chairman, who 
argued that ABB could prosper 
in global markets only by 
pypawding m developing coun- 
tries. In 1990-96, ABB’s total 
payroll has stayed roughly 
constant, but staff in western 
Europe and north America 
have dropped from 174J100 to 
143,000, while employment 
elsewhere has risen. 

Mr Lindahl said growth pros- 
pects were particularly good in 
Latin America, followed by the 
Middle East, southern Africa, 
and central and eastern 
Europe. 


The top line. Page 20 


UK group prises open door to huge mainland teleco mmuni cations market 


China deal could be 
[jewel in C&W crown 


By Alan Cane in London and 
John Ridding in Hong Kong 

In sealing a deal with the 
Chinese government last week. 
Cable and Wireless, the UK’s 
second-largest telecommunica- 
tions group, has prised open 
the door to the tough but 
potentially huge mainland 
market 

The agreement could change 
the balance of power in the 
$600bn-a-year telecoms ser- 
vices industry, reinforcing 
C&W’s appeal to suitors 
through what Mr Richard 
Brown, its chief executive, 
described as its “long-term 
partnership" with China. 

It marks the latest and 
potentially most significant 
move by mainland-backed 
companies to take stakes in 
Hong Kong industries before 
the territory's return to Chi- 
nese sovereignty. They had 
already invested in the power 
and aviation sectors. 

Industry analysts cautioned 
that in telecoms, as in other 
industries, there is a large gap 
between potential and profits 
in the mainland market, and 
that foreign investment in tele- 
coms services remains barred. 
But they said tbe deal, con- 
cluded on Friday evening 
between Mr Brown and Mr Wu 
Jichuan, the Chinese minister 
of posts and telecommunica- 
tions, gave C&W an edge. 

“There are only six in 100 
households with telephone 
lines, so it is a market where 
even a toehold is attractive,” 
said one telecoms analyst. 
“C&W has emerged as the pre- 
ferred international partner.’’ 

C&W’s foothold in the Asia- 
Pacific region through its 
majority shareholding in 
Hongkong Telecom, Hong 
Kong’s only full service tele- 
coms operator, already makes 
It an attractive partner for 
other carriers. British Tele- 
communications made an 
unsuccessful takeover bid last 
year, for example. 

This looks like a coup for Mr 
Brown. In exchange for a 5.5 
per cent stake in Hongkong 
Telecom far which the Chinese 
will pay $l.2hn, the UK group 
will have the opportunity “to 
penetrate the high growth tele- 
communications market in 
China". 

The deal is not exclusive. Mr 
Brown said no telecoms opera- 
tor could expect exclusive 
entry to the Chinese market 


HK telecom issue ‘in demand’ 

Plans to list China Telecom (Hong Kong) are likely to meet with 
strong demand from Hong Kong and international investors, 
according to investment bankers in the territory, writes John 
Ridding in Hong Kong. 

The issue, to be managed by Goldman Sachs, according to 
hankers in Hong Kong, would be the latest in a series of “red 
chip" offerings. These listings of mainland-backed companies 
have seen record subscription levels over recent months, fuelled 
by the prospect of asset injections from Chinese parent compa- 
nies. “China Telecom (Hong Kong) would offer the only direct 
telecoms investment in C hina," said Mr Lloyd Fischer, head of 
regional telecoms research at BZW in Hong Kang: BZW is 
advising C&W. Other analysts cautioned that delicate regula- 
tory issues would have to he resolved before assets could be 
injected into the Hong Kong vehicle. Foreigners are not allowed 
to own equity in or to operate telecoms services in China. 

China Telecom (Hong Kong) is the Hong Kong subsidiary of 
China Telecom, the operating arm of China’s Mnristry of Post 
and Telecommunications. Cable & Wireless, the UK company, is 
set to be the major telecommunications investor. There is 
pressure to move ahead quickly with a listing given market 
sentiment. 


“but it is as close to exclusive 
as you can get”. 

It is a first phase which 
could see C&W reduce its 
stake in HKT to about 30 per 
cent in exchange for expansion 
Opportunities on the mainland . 
For now, however, C&W 
retai ns a majority stake in 
HKT - which provides more 
than 60 per cent of its profits - 
and removes the uncertainty 
surrounding its main asset 
The parent will only sell down, 
insists Mr Brown, if share- 
holder value is enhanced. 

For Mr Brown, appointed 
C&W chief executive a year 
ago, the problem had been how 
to reconcile his desir e to r etain 
a majority stake in HKT with 
Chinese reluctance to allow 
foreign majority ownership of 
a strategic company on its ter- 
ritory- A series of visits to Bei- 
jing seems to have paid nfr. 
The company insisted there 
was no political pressure to 
reach a deal- “This bodes 
extremely weQ for a smooth 
transition for Hong Kong," 
said Mr Rod Olsen, C&W dep- 
uty chief executive. 

The key to the accord was 
China Telecom, the operating 
arm of the Ministry of Post 

and TWot-n mirtunf rations and 
the dominant operator an the 
mainland with more than 60m 
subscribers. It will hold the 
initial 5.5 per cent stake, tight- 
ening China’s grip on Hong- 
kong Telecom as nhina Ever- 
bright. a Beijing-backed 
conglomerate, already has a 
7.7 per cent stake. 


In exchange. C&W will have 
the opportunity to invest in 
China Telecom (Hong Kong), a 
subsidiary established to 
develop activities in Hong 
Kong and China. The business 
is expected to be listed within 
the next six months. 

While the opportunities are 
vast, so are the uncertainties. 
Much will depend on haw the 
first phase of the partnership 
with the Chinese works. Mr 
Brown is adamant that there is 
no compulsion or commit ment 
to lower C&W’s stake in HKT 
below 50 per cent As to pro- 
jects in China, “we have spe- 
cific ideas about the future”. 

At least as important is how 
and when China Telecom 
(Hong Kong) will be able to 
invest in China. As a Hong 
Kong company, it faces regula- 
tory obstacles in participating 
in mainland projects- Solu- 
tions, according to Mr Gantam 
Kapoor at ING Barings, 
include the building of net- 
works in exchange for a share 
of revenue streams. Others 
suggest mobile networks as an 
area for expansion, while one 
telecoms analyst said regula- 
tions could be amend ed to 
treat Hong Kong companies as 
domestic investors. 

Whether or not the partner- 
ship bears fruit, analysts argue 
this is a watershed for C&W. 
Either it is the partnership 
which gives it the lead in 
potentially the world’s largest 
telecoms market or the deal 
which sees the jewel in its 
crown slipping away. 


IBM hopes new computer 
will lift mainframe range 


By Louise Kehoe 
in Ban Francisco 

International Business 
Machines will today launch a 
new generation of high perfor- 
mance mainfr ame computers, 
built on low-cost microproces- 
sor chips, which it hopes will 
revitalise its flagship products. 

The introduction of the “G4" 
ma inframes marks the end of 
a d era which saw the “glass 
bouse" computer system at the 
centre of corporate informa- 
tion technology systems. 

The new mainframes are 
based on CMOS (complemen- 
tary metal oxide semiconduc- 
tor) chips, the technology used 
In personal computers. They 
are smaller and cheaper than 
traditional mainframes built 
using bipolar semiconductor 
devices. 

“In terms of weight, we are 
moving from two tractor- 
trailers to a family car, in 
power consumptioni from 12 
electric cookers to four hair- 


driers; in sire, from a three-car 
garage to a walk-in closet,” 
said Ms Linda Sanford. IBM 
senior vice-president 

IBM has been replacing bipo- 
lar mainframes with CMOS 
models for the past three 
years, but until now bipolar 
was tbe speed king. The G4 
mainframes are the first to 
match tbe processing speed of 
the most powerful IBM bipolar 
mainframes at 63 Mips (mil- 
lions of insb- n flti ftnfi per sec- 
ond). 

In spite of the technological 
significance, most computer 
users "couldn't care less 
whether there are CMOS chips 
or wood chips" Inside the box, 
said Mr Bob DjurtEjevic, presi- 
dent of Annex Research and a 
veteran IBM watcher. “What 
does matter is the cost of pur- 
chasing and running a main- 
frame computer. 1 ' 

Since the first CMOS main- 
frames were introduced in 
1994, the average cost per Mip 
had fallen from $39,000 


to about $12,000, he said. 

Farced to cat prices sharply 
to compete with PC networks, 
mainframe vendors believe 
cheaper CMOS chips may be a 
“life saver". 

For the moment, IBM 
appears to have the lead, 
although Amdahl, its US rival, 
is today also expected to 
announce CMOS mainframpg 
with performance of tip to 75 
Mbps. However, industry ana- 
lysts say those machines wfil 
no t be available to customers 
until next March. 

If IBM’s CMOS mainframes 
are to succeed, they must find 
a role on the Internet and cor- 
porate intranets where Micro- 
soft, with its Windows NT 
o p e r a t i ng system and numer- 
ous PC and small server manu- 
facturers are leading the way. 

IBM is also promoting the. 
“reintegration" of corporate 
computer systems that have 
became more difficult to man- 
age with the popularity of PC 
networks. 

*) 



Richard Brown: no single telecoms operator could expect 
exclusive entrance to the Chinese market but the deal with 
Beijing was ‘as close to exclusive as you can gef 


Optimism 
on French 
air merger 
despite 
election 

By David Owen hi Paris 

Aerospatiale, the French 
state-owned aircraft, space 
and defence group. Is optimis- 
tic its planned merger with 
Dassault Aviation will go 
ahead in spite of the recent 
election of a Socialist-led gov- 
ernment. 

Mr Yves Mlchot, Aerospa- 
tiale’s c hairman , said he was 
"relatively optimistic that the 
merger will take place”. He 
acknowledged, however, that 
he had not discussed the issue 
with the country’s new indus- 
try and defence ministers. 

The defeat of the centre 
right in the general election 
this month has cast doubt on 
the deal since the Socialists 
are thought unlikely to con- 
sent to the privatisation of 
Aerospatiale, as envisaged by 
the government of Mr Alain 
JTuppg, the former prime min- 
ister. If there is no privatisa- 
tion, Mr Serge Dassault, Das- 
sault’s chairman, is expected 
to be less keen on the merger. 

During last month’s election 
campaign, Mr Francois Hol- 
lande, then the Socialist 
party’s chief spokesman, said 
the Aerospatiale-Dassault 
merger “most take place with 
a majority of public capital”. 
He said the Socialists wanted 
to “maintain public control” 
of the defence industry. 

The Aerospatiale chairman 
said the two groups had made 
good progress in determining 
how a merged entity would be 
s tructur ed. He said the two 
groups had “even started to 
think about” strategy on cer- 
tain projects. 

Many observers expect the 
change of government in 
Franpe to farther delay the 
restructuring of the Euro pean 
defence industry. In addition 
to the question mark over the 
Aerospatiale-Dassault deal, it 
is widely assumed the planned 
privatisation of Tbomson-C&F, 
the defence electronics giant, 
will be scrapped in spite of the 
final bids made by Alcatel and 
Lagardfere, the two contenders 
in the last month. 

Aerospatiale executives also 
indicated they expected heli- 
copter operations to break 
even in 1997. Last year, the 
activity contributed an operat- 
ing loss of FFr224m ($38m), 
although the entire group 
returned to net profit of 
FFr8I2m after a net loss of 
FFriWlm in 1995. 


This announcement appears as a matter of record only. 


Royal Volker Wessels Stevin nv 


The new name behind the merger 


of 


Kondor Wessels Group 


and 


Royal Volker Stevin 


The undersigned initiated this transaction and advised 

Royal Volker Stevin 


ingADbarings 


Amsterdam, June 1997 
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End in sight oyer MMC merger reports 


By Ross Tleman 


Mrs Margaret Beckett, the 
UK trade secretary, is poised 
to end months of delay to 
three proposed mergers, by 
publishing the findings of 
Monopolies and Mergers 
Co mmis sion inquiries into 
their impact upon competi- 
tion. 

Reports npoo the proposed 
merger of Bass Brewers with 
Carlsberg-Tetley; a combina- 
tion of some ferry operations 
by the Pe ninsular and Orien- 
tal Steam Navigation Com- 
pany and Stena Line; and 


the takeover by Klaus J 
Jacob Holding of Soctetfe 
Centxale D Tnvestissement et 
Assocfes are likely “sooner 
rather than later, 1 * according 
to industry executives. 

Investigations Into all 
three deals were completed 
before the UK general elec- 
tion on May l. But publica- 
tion of the conclusions was 
left to the incoming secre- 
tary of state because of the 
sensitivity of the findings. 

If allowed, the proposed 
takeover of Carlsberg-Tetley 
by Bass Brewers will enable 
Bass to leap frog Scottish & 


Newcastle to become the 
UK's biggest brewer, with 35 
percent to 40 per cent of the 
beer market 

Shares in Bass fell lflp on 
Friday to 754p (S12) amid 
fears that the deal, agreed 
last August, could dilute 
earnings. 

Mr John Beaumont, of bro- 
kers Merrill Lynch, expects 
the government may oblige 
Bass to sell LOOO pubs as a 
condition of any merger 
approval. ‘There has to be a 
question mark over whether 
or not Bass would want to 
go ahead with the deal if 


there are onerous conditions 
attached". . 

But another analyst 
suggested Bass might choose 
to divest its portfolio of 1,400 
tenanted pubs to complete 
the merger. “They want the 
cash flow to underpin other 
deals, such as the passible 
purchase of William Hill [the 
bookmaker!” he said. 

Brokers also expect the 
proposed link-up between 
P&O and Stena on routes 
that compete with the Chan- 
nel t unnel to win approval. 

“It has got to be cleaned.’* 
Said one. “There is massive 


overcapacity in that marttwt, 
thanks to Eurotunnel. In 
some ways it is s ur pri sing 
that there should be any 
ferry companies left." 

On Wednesday, the compe- 
tition directorate of the 
European Commission is 
expected to signal that it is 
willing to allow the deal, 
provided concerns over mar- 
keting are met The merger 
has already been ap p r o v e d 
by French authorities. 

In a third report the MMC 
examined a (ted that would 

Tpg^ to r^ nff w tr j Hp n in Htf 

supply of chocolate used to 


coat biscuits and sweets. 

Mr Klaus Jacob, the Swiss 
financier, has agreed 
through a subsidiary Calk- 
bath to acquire the holding 
company of the French- 
based Barry group. CaBe- 
baut has a subsidiary in 
Banbury, Oxfordshire, while 
Barry’s UK operation is 
based in Chester. 

Both CaHebaut and Barry 
are leading international 
independent suppliers of 
chocolate, and it is estimated 
that together -they would 
control up to 13 per cent of 
the world cocoa bean crop. 


Millennium expected 
to appoint Hilton chief 


By Charis Grosser 


Millennium & Copthorne 
Hotels is expected to 
announce that it has 
appointed Mr John Wilson, 
formerly chief operating offi- 
cer for Hilton International, 
as its new chief executive. 

Mr Edouard Gremlich, 
who oversaw the Millennium 
& Copthorne flotation last 
year, his plans to 

step down as chief executive 
three months ago. 

The UK company said he 

wanted to return to the US 
to spend more time with his 
Boston-based family. 

Mr Wilson’s departure 
from Ladbroke, which owns 
Hilton International, was 


announced last week. Nei- 
ther Ladbroke nor Millen- 
nium & Copthorne would 
comment further yesterday. 

Millennium & Copthorne 
said in March it would look 
for “someone to drive the 
organic growth more”. 

The company had grown 
rapidly through acquisition, 
but now believes - that prices 
for hotels in London and 
New York are looking 
“stiff”. 

Mr Wilson, 55, has spent 25 
years at Hilton. He was 
made chief operating officer 
In charge of running Lad- 
broke’s 162 Hilton hotels six 
years ago. Ladbroke may not 
replace him, as decisions 
relating to the hotels are 


now taken jointly with Hil- 
ton Hotels Corporation of 
America. 

HHC and Ladbroke 
unveiled a wide-ranging alli- 
ance last year under which 
the two companies are re- 
uniting the Hilton brand 
across the world. 

Millennium & Copthorne 
was floated last April and its 
shares have risen by. 37.4 per 
cent from their issue price of 
273p to Friday's dosing price 
of 3 82p. The company owns 
or operates 23 hotels and has 
a 42 per cent stake in The 
Plaza Hotel in New York. 
Three months ago. it 
reported maiden 1996 pre-tax 
profits of £39.3m, up from 
£24m on turnover of £179 -3m. 


Granada sells Brown’s for £45m 


By Raymond Snoddy 


Gr anada lifted the total 
raised from the disposal of 
Exclusive hotels following 
the Forte acquisition to 
more than £450zn ($733m) 
with the announcement yes- 
terday of the sale of Brown’s 
Hotel in London for £45m 
(973.4m) cash. 

The hotel, much beloved 
by visiting Americans, is 
being bought by Raffles 
Holdings of Singapore, a sub- 
sidiary of DBS Land. 

Granada said the sale 
price represented a premium 


to book value of £5.6m. 
Brown’s is the eighth of the 
17 Exclusive hotels to be 
sold; they were bought as 
part of last year's hostile 
£39bn take-over of Forte. 

fn the 12 mwrthg tO tVift 
rmA of March this year. 
Brown’s had an operating 
profit of £3£m an a £L0.7m 
turnover and net assets of 
£39.4m. 

The last Exclusive hotel 
sales were in March, when 
the Plaza Athenee hotels in 
Paris and New York were 
sold for a total £87.5m- 

Granada taken a prag- 


matic line on what was for 
sale under the disposal pro- 
gramme and what was not. 

To begin with, all the 
Exclusive hotels were 
Intended for sale, but then 
Granada decided to keep any 
which did not attract high 
enough bids. 

When offers for the flag- 
ship Grosvenor House in 
London fell abor t of the ask- 
ing price of between £350m 
and £40Qm Granada derided 
to hold on. 

The next Exclusive hotel 
to be sold could be The RItz 
in Madrid. 



Garf Collins: most of the £l0m expected proceeds will go to directors and employees 


AIT float tag up to £25m 


By Paul Taylor 


AIT Group, a UK software 
company specialising in 
systems fur retail financial 
services organisations, is 
coming to market via a plac- 
ing expected to value it at 
between £20m and £25m 
(S40m). 

Most of the £10m expected 
proceeds wOl go to directors 
and employees, who are sell- 
ing part of their stakes. The 
management toiw includ e 


Mr Garf rvmiiK, chairman 
and Mr Richard Wriw L man- 
aging director founder. 

The £2m in new fimds will 
enable the group to under- 
take larger projects and 
finance new facilities. 

A pathfinder prospectus to 
be published this week is 
expected to show pre-tax 
profits in the year to March 
31 increased to £1.6m 
(£l.lm) on revenues of 
£10.7m (£ 7.5m). 

AIT, which was founded 


in 1986 and now employs 
150 people, has developed a 
flexible s oftw are package 
known as TSS. This enables 
it to build customised appli- 
cations integrating main- 
frame computers with on- 
screen systems including 
customer kiosks.lt has 
developed systems for cli- 
ents including KeyCorp, in 
tiie US, and National West- 
minster Bank. 

Greig Middleton is both 
sponsor and broker. 


Stagecoach 

may bid for 
NZ bus group 


By Charis Grosser 


Stagecoach, the acquisitive 
UK bus and rail company. Is 
considering bidding for a bus 
operation in Auckland, New 
Zealand. 

This would bolster the 
company’s presence there 
and enable it to expand more 
aggressively into the Pacific 
Rim. In cluding Australia and 
Vietnam, and to explore 
joint ventures when the Chi- 
nese market opens up. 

Stagecoach's renewed 
interest In the region comes 
as expansion opportunities 
in its home market have 
dwindled, because of the 
rapid consolidation of the 
bus market. 

Mr Brian Souter. executive 
Chairman, yesterday con- 
firmed that Stagecoach 
would be interested in bid- 
ding for Auckland’s Yellow 
Bus Company, which is 
being sold by Auckland 
regional services trust. U is 
thought it could command a 
£30m-£40m price tag. on 
annual revenues of £30m. 

Stagecoach’s New Zealand 
businesses already include 
180 buses in Wellington. 50 
in the Hutt Valley and a fur- 
ther 100 in Auckland itself. 
Commenting on the Yellow 
Bus. Mr Souter said: “We’re 
taking business off them at 
the moment.'' 

Stagecoach’s Pacific Rim 
operations are growing 
strongly, with revenues up 


27 per cent in 1996 10 05.4m. 
with an operating profit 
margin of 20,1 per cent. 

In tho UK. however, where 
Stagecoach has some 17 per 
cent of the bus markrt. pas- 
senger growth Is far more 
subdued. _ 

Stagecoach, floated in 1993 
with a market value or just 
El34m <$2l6m>. is now capi- 
talised at £l.64bn. Its swift 
growth has been fueltcd by 
aggressive expansion. 

It snapped up more than 
40 bus companies following 
deregulation of the market. 

But Mr Souter has said UK 
bus companies are now 
looking expensive. The com- 
pany could also face compe- 
tition issues if it sought to 
expand its share of the mar- 
ket much more. The sector 
has been repeatedly investi- 
gated by Office of Fair Trad- 
ing, and Stagecoach has 
been the subject of some 20 
competition investigations. 

Given the constraints on 
its home turf, the company 
was the first to take advan- 
tage of opportunities in 
Europe. Last September, it 
stepped in with the EVlft.Gm 
acquisition of Swebus, the 
largest bus operator in tho 
Nordic region. 

The group had net debt of 
£835.2m at the half year in 
November, including the 
EStfra securitisation of leosr 
payments duo to Porter- 
brook. its railway leasing 
company. 


HTEC flotation to 
make £22m value 


By Charis Grosser 


HTEC, the UK concern that 
develops software and hard- 
ware for loyalty card promo- 
tions, is coming to market 
via a placing of shares 
that is expected to value 
the group at up to £22m 
<$3Sm). 

The flotation, scheduled 
for next month, will raise up 
to £lOm, of which £7m will 


be used to redeem preference 
shares and the balance for 
capital expenditure. 

The eleven-strong manage- 
ment team holds — per rent 
of the preference shares and 
will receive £l.!V!ra for their 
stake. 

The management also 
holds 51 per cent of the ordi- 
nary shares. The rest is held 
by venture capitalists 31 and 
Gresham Trust. 



Wb come up trumps for you. 

As the central bank of the cooperative banks in Rhineland and Westphalia, 
we combine service and know-how and consolidate links with national and international markels. 
Expertise and experience from which our business clients also profit directly. 

Our strong points, high-quality consulting, flexibility 
and innovate dynamism, are the trumps 
it is our pleasure to play for you. 

WGZ-Bank 


Total assets DM 47,8 million 

Accounts receivabte DM 38,2 mUSon 
Accounts payable DM 33,9 milton 
Shareholders’ equity dm 2.7blBtan 
Business volume 

WGZ-Bank Group DM51,1 union 


MEMBER Of THE _r „ , , ___ 

GENQ S”""* -*«*■■« - Mwwlw - Potsdam - Amsterdam - Dublin - Louvain - Luxembourg 

mSpaMw Stngapore _ Zurich 
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If 

rainforests are 
bang destroyed 
the rate of thousands 
trees a minute, how can planting 
just a handful of seedlings make a difference? 

A WWF - World Wide Fond For Nature tree 
nursery addresses some of the problems firing people 
that can force them to chop down trees. 

Where hanger or poverty is Ac underlying cause 
of deforestation, we can provide fruit trees. 

The villagers of Mogunga, Zaire, for example, eat 
papaya and mangoes from WWF trees. And rather chan 
having to seD timber to buy other food, they can now 
seQ the surplus fruit their nursery produces. 

Where trees are chopped down for firewood, 
WWF and die local people can protect them by plan ring 
fist-growing varieties to form a renewable fori source. 

This is particularly valuable in the Impenetrable 
Forest, Uganda, where indigenous hardwoods cake 
two hundred yean to mature. The Afofcfiamid iotea 
trees planted by WWF and local villages can be 
harvested within five or six years of planting. 

Where trees are chopped down to be used for 
construction, as in Panama and Pakistan, wc supply 
ocher spedes that are fist-growing and easily replaced. 

These tree nurseries are just part of the work wc 
do with the people of the tropical forests. 

WWF sponsors students from developing countries 
on an agroforcstry course at UPAZ University in 
Costa Rica, where WWF provides technical advice on 
growing vegetable and grain crops. 


Unless 
is given, 
is exhausted 
very quickly by "Slash 
and burn” farming methods. 
New tracts of tropical forest would then Have 
to be cleared every two or three years. 

This unnecessary destruction can be prevented by 
combining modern techniques with traditional 
practices so that the same plot of land can be used to 
produce crops over and over again. 

In La Planada. Colombia, our experimental firm 
demonstrates how these techniques can be used to 
grow a family’s food on a small four hectare plot. 
(Instead of dealing the usual ten hectares of forest.) 

WWF ficidworkers are now involved in over Ilk) 
tropical forest projects in 45 countries around die world. 

The idea behind all of this work is that the use of 
natural resources should be sustainable. 

WWF b calling for the rare of deforestation m the 
tropics to be halved by 1995. and for there to be no 
net deforestation by the end of the century. 

Write to the Membership Officer at die address 
below to find out how you can help us ensure that 
rhis generation docs not continue to steal nature's 
capital from the next. lr could be with a donation, 
or, appropriately enough, a legacy. 




WWF VfeM Wide fond for Nsmb 

itmMilt *o»M ViHhft fHMt! 

International Secretariat, 1 !% Gland, Switzerland. 


FOR THE SAKE OF THE CHILDREN 

WE GAVE THEM A NURSERY. 
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jNJER NATIONAL NEWS DIGEST 

Book-building 
starts for OTE 

Book-building will start today for the Dr270bn-320bn 
(|98im-$Ll6bn) issue of 10-12 per cent of OTE in the 
second tranche of Greece's partial privatisation of its 
telecoms operator. The challenge for the global 
coordinators - National Bank of Greece, Salomon 
Brothers and HSBC - is to keep alive the interest of 
Internationa] institutions following a rapid rise in OTE's 
s tare p rice on the Athens stock i**r-v.a-nga 

OTE shares have featured prominently in a bull run 
that pushed the index to record levels last mouth. The 
share dosed at Dr6J)65 on Friday, down from the record 
Dr7,770 reached earlier in the week but still considerably 
higher than the Br6,00Q-6^0Q price range envisaged when 
the offering was being structured three weeks ago. 

The share price is being driven by small investors 
to participate in a six-for-80 rights issue later this month. 
The issue will be restricted to old shareholders and will 
be sold at a 16 per cent discount to the secondary offerin g 
price. The stock is trading at a price/earnings ratio of 16.9 
and the consensus among analysts is that OTE's p ^rntngg 
will grow at 16-20 per cent over the next three yearn. 

Greek banks that will underwrite the domestic tranche 
have reported strong interest amnng retail investors 
ahead of the official pre-registration period later this 
week. State-owned Ionian Bank has already 3 

special loan facility far customers ordering OTE shares. 

Kerin Hope, Athens 

Threat to merger recedes 

Pr ospects for Mr Kjell Inge Rokke, the Norwegian 
entrepreneur, to block the planned merger of Storebrand, 
Norway’s largest insurer, and Christiania, the country's 
second-largest bank, appear to have receded after Aker 
RGI, the industrial group Mr Rokke controls, sold most of 
its 6 per cent stake in Storebrand. 

The sale was prompted by a ruling by Norway’s 
financial supervisory authority which lumped Aker’s 
stake with that of Mr Rokke, who has a 10 per cent 
holding in Storebrand. Under No rweg ian rules, a sin gfe 
shareholder cannot hold more than a 10 per cent stake in 
a finan cial institution. 

Aker said this forced it to dispose of its shares, but it 
has purchased a buy-hack option in the event that its 
appeal to the finance ministry against the supervisory 
authority’s ruling succeeds. It sold aim preference shares 
on Friday for NKrl3 JO per share, reducing its stake to 
below 1 per cent. Mr Rokke is believed to object to the 
Storebrand-Ghristiania merger but has not stated if he 
intends to try and block it Greg Mclvor, Stockholm 

Kone falls into the red 

Hone of Finland, the world's third-largest lift and 
escalator producer, veered into the red in the first four 
months of 1997 as “exceptionally poor” price levels took a 
heavy toil on margins. Kone incurred a FMiSm ($3. 66m) 
pre-tax loss, compared with a FMl7m profit a year earlier, 
in spite of an increase in turnover from FM3bn to 
FM3.4bn. It said it expected no growth in the European 
market for new lifts and price levels would not improve. 

In the US, however, order volume and profitability were 
continuing to develop favourably. Full-year profits would 
be “only somewhat” higher than the FM124m of last year. 

Kone said newly-introduced products and a production 
reorganisation came too late to affect interim profits. It 
stressed that profitability of orders received had begun to 
improve. Orders, exclusive of lift maintenance business, 
rose from FM2.6bn to FM2£bn, lifting the order bode from 
FM7.2bn to FM8.4bn. The operating loss was FMl9m. 
compared with a FMlSm profit last time. Greg Afc/uor 

SGL Carbon shares slip 

SGL Carbon, the world’s biggest producer of carbon and 
graphite products and lately the darling of the German 
stock market, has became embroiled in a price-fixing 
probe, prompting a sharp foil in its shares on Friday 
before they recovered slightly. 

US and European authorities have launched an 
investigation into allegations of anti-competitive 
practices, including price fixing, in the graphite electrode 
industry. SGL Carbon and other rivals in the US and 
elsewhere, have been investigated. SGL Carbon, which 
was spun off from Hoechst, the ch emi ca ls group, last 
year, denied there were any concrete allegations against 
it, Graham Bowley. Frankfurt 

Telefonica in deal on Tisa 

Telefonica has secured a compromise agreement with the 
Spanish government that will allow it to secure outright 
ownership of its subsidiary Tisa, the main foreign 
operator in Latin America, which is 24 per cent j 

state-owned. The telecoms group wanted a straight 
acquisition of the Tisa equity it did not own. while the 
government, hoping to realise greater income from the 
disposal, planned to sell its stake through a competitive 
tender. Under the compromise, Telefonica is likely to be 
the sole prospective buyer in the tender, which is 
scheduled for next month, because the government has 
agreed to let the telecoms group match the highest bid 
made for the Tisa shares. 

Telefonica is anxious to complete the Tisa purchase 
because its profitable subsidiary was at the centre of a 
strategic agreement it signed in. April with Concert, the 
alliance of British Telecommunications and MCI of the 
US. Telefonica plans to sell some 10 per cent of Tisa to 
MCI and to take a 33 per cent stake in Avantel, a carrier 
in Mexico that controlled by the US operator. 

Tom Bums, Madrid 

Spanish gas group expands 

Gas Natural Latinoamericana of Spain has won control of 
The most important Colombian gas distribution company. 
Gas Natural. The sale of just over 50 per cent of Gas 
Natural's shares by EcopetroL the Colombian petroleum 
company, brought in SlGOm. about three times as much as 
had been expected. Sarim Kendall, Bogota 

FT/S&P World Indices 

The committee that oversees the FT/S&P Actuaries World 
Indices has decided to alter the tuning of quarterly 
changes in constituents. Changes in stocks, which until 
now have taken place at the end of each quarter, will m 
future occur at the end of the month after thequarter 
end. This will help fund managers avoid making 
constituent changes at times of reduced market liquidity, 
such ns around new year. 

The new policy, agreed at a quarterly meeting m New 
York lost week, will occur from the quarter ending a 
S eptember, with constituent changes taking effect in 
October. The meeting also agreed to constituent changes 
covering stocks in Austria, Belgium. C^te,Frzace. 

Italy, Spain. Switzerland, Thailand and the UK. 

Details from FTSE International in London on 44 <0)171 
448 1810. Web site: http://wwwJtse.com 
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Bank Austria to raise Sch3bn 


By WiHiam Hafl in Zurich 

Ban k Austria's preference shares fell 
more 5 per c en t cm Friday after 

the company announced it was issu- 
ing Sch3bn ($24&5m) of new shares 
at a record tow price of Sch376 each 
and at a steep discount to the 
group's book value. 

Bank Austria’s preference share 
issue, to help pay for its Scbl7J2bn 
acquisition of Creditanstalt, Aus- 
tria's second-biggest h ank, has been 
hit fay accusations about its level of 
disclosure to the international 
investment community. 

Hie accusations come at a sensi- 
tive time for the bank, as its two 
biggest shareholders - the Austrian 
government and AVZ, a foundation 
controlled by the city of Vienna - 


want to sell large stakes. Fetching 
the best price depends cm encourag- 
ing international investors to partici- 
pate In the share afferings. 

Bank Austria's relations with the 
international investment community 
have been marred by poor communi- 
cations and the erratic disclosure of 
sensitive information. The latest row 
centres an a little publicised 1995 
deal where Germany's Westdeotsche 
Landesbank bought a 10 per cent 
stake in Bank Austria. 

ft emerged last week that the deal 
also included the first light of 
refusal to buy a further substantial 
stake in Bank Austria through the 
purchase of AVZ shares. 

WestLB is believed to have paid 
Sch790 per Bank Austria anfanary 
share, a premium of roughly two- 


thirds to the much more widely 
traded preference share. 

The details of its right to buy 
AVZ’s shares were flensed in the 
small print of a prospectus but most 
stock market analysts were not 
aware of the share purchase option 
until it was publicised by Austria’s 
opposition parties last week. 

Bank Austria’s attempts to sell 
itself to the international investment 
community as an in de pendent Euro- 
pean regional bank with a good 
re stru c turin g story will be damaged 
if it emerges that it could end up as 
the Austrian affiliate of a state- 
owned German bank. 

Sources close to Bank Austria 
stress that WestLB’s right of first 
refusal on the AVZ shares was 
de sig n ed to protect its position in 


joint ventures rather than give it 
nHtmata control of Bank Austria. 

Austria is more than dou- 
bling the number of preference 
shares in issue by selling 8m shares 
at a discount of 10 per cent to Thurs- 
day’s closing price of Sch4l6- Share- 
holders win be offered seven new 
preference shares for every 57 held. 
Based on analysts' expectations, 

the shares are being Issued at nine 

fimp< 1937 (wring s and a discount 

of 15 per cent to book value. Bank 
Austria's preference shares, which 
reached a high, of Sch650 in 1993, Ml 
Sch2&5 to SchS9&5 on Friday. 

The Austrian government had 
hoped that the sale of Creditanstalt 
to its biggest competitor would end 
the political over the future 

of Austria’s two biggest banks. 


US online grocery store to go public 


By Jane Martinson 
In New York 

Peapod, the online-grocery 
store and delivery service, is 
expected to go public this 
week with an estimated 
value of up to US$244Jhn. 

Hie group will join a small 
but rapidly growing har>H of 
Internet retailers to list on 
the US stock market. It is 
also one of a series of high- 
profile listings which have 
lifted a relatively quiet 
market for initial public 


offe rings this year. 

Its performance will be 
particularly closely watched 
after Amazon.com, the 
online book store, listed an 
the technology-driven Nas- 
daq composite index a 
month ago. After an impres- 
sive start, the company has 
traded below its offer price. 

Peapod is to issue 3.6m 
new shares on Nasdaq at 
between $13 and $15 a share. 
Hie tig) price will value the 
Illinois-based company at 
US$244. 8m. The group. 


which was set up by two 
brothers in 1989, made a net 
loss of $a57m last year on 
revenues of $29.17m. 

The founders, Mr Andrew 
Parkinson and Mr Thornes 
Parkinson, now senior group 
chief executives, will retain 
20.4 per cent of Peapod after 
the IPO - a stake valued at 
about $49m. Several vent u re 
capital groups will retain 
shares in the company. 
WPP, the advertising group, 
also owns a stake. 

Mr Dan Rabinowitz, direc- 


tor of flr>anrt», said that after 
two weeks of meetings with 
po tential institutional inves- 
tors, the IPO is “likely to 
happen" this week. The 
roadshow is set to end in 
Boston tomorrow. 

Peapod had 43,000 mem- 
bers based in six US cities at 
fha wid of March. Member- 
ship has mere th ” 1 trebled 
since January. Of the cities 
in which the group operates 
- Chicago, San Francisco. 
Columbus, Boston, Houston 
and Atlanta - four have 


opened since last September. 

It estimates that its ser- 
vice area encompasses 5 per 
emit of US households. Pea- 
pod i ntends to use the deal’s 
net proceeds - some $45. 7m 
- for working capital and 
expansion into new markets. 

Several analysts said last 
week that the performance 
ofAmazon.com was unlikely 
to dent enthusiasm for Pea- 
pod. Mr Ryan Jacob, of IPO 
Value Monitor, said: “I 
would expect Peapod to do 
quite weD-” 


Belgrade 

cancels 

telecoms 

signing 

By Guy Dtomore in Belgrade 

The Serbian government 
yesterday called off the sign- 
ing of an agreement to sell a 
combined 49 per cent stake 
in state-owned Telecom 
Serbia to Italy’s Stet group 
and OTE. Greece’s state- 
controlled telecommunica- 
tions operator. 

No official explanation 
was given for the last- 
minute cancellation of the 
gigning ceremony. 

A participant in the talks 
said "technical" details had 
held up an agreement. 
“Things will be on track 
fairly shortly. It’s nothing 
momentous,” he said. One 
diplomat said the deal could 
be signed today. 

Serbian officials have kept 
silent during m onths of talks 
with Stet and, more recently, 
with OTE. A Greek official 
said last week that OTE 
would take a 20 per cent 
holding In Telecom Serbia 
and Stet would buy a 29 per 
cent stake, for a total of 
DML57bn ($909m). 

The deal would mark the 
largest sale of Serbian state 
assets in a faltering privati- 
sation programme. 


AllVE. 


(caramr 


(clarin^ 


•• •••* • ■ I:.;.,:? ..... -*>f, >3f 

Mbato-Cx&nt Company ■■ vr • 

Acquisition of Sejms laborarorfcs Gfiimr - t$%6ns*rjck: 

$ 120 million ... ‘ 

Aleve • 

Valuation opinion to ■' "sT* • 

The Procter & Gamble Company *:.• . V.' ■ ; JFHyifeN* 1 Swin Asia ' •••&£ • . 

and Roche Hdciings. . ; v • - 7 .^.; , 7 . V ’’ ’ : 

CkrinsSA .. • • - • ^ V/ / !:• •>> 'Jr ,’*'"' , ... 1 '• • 

$162 million IXONflO&rwR .. 



ESTEE The Est£e Lander 1 

5458 million D ?0 . 

$379 million Secondary '■ J . 

1 G*Mte Hie GSIcrte Company ' • 

^ company Acquisition of DiuuacB ' 

$7 billion ■ 



HenkefKGaA 
Acquisition of 
N ovamax Technologies 
$ 187 rmUioa 


chnologies • . v 1 

rT^ '• • -.r:?:,/’ •’ - tkrn ruma ■■'■■■ '' .. 

£■. u'. • 15 c- . -7^- . . . 


Merrill Lynch 

on maximizing the value 
of consumer brands. 


Understanding the power of consumer brands 
is key to ma ximizing their global potential. Which 
explains why Merrill lynch is the leading advisor 
and underwriter for the consumer products industry. 
With a full range of integrated capabilities, our 
Global Consumer Products Group has completed 
more transactions for the sector than any ocher firm. 
Our consumer products research team, headed by 
Deepak 1 the Leading consumer products analyst, 
affords us a unique understanding of the industry 
that gives our clients a truly global perspective. 
Superior capabilities make a difference. 

The difference is Merrill Lynch- 




Merrill Lynch 

A tradition of trust. 
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Introduction sponsored by 

Deutsche Morgan Grenfell 

of up to 1224285,668 ordinary shares of lOp each 
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Promoting the top line at ABB 

New chief executive aims to inject greater commercial energy into the group 

I f Mr Goran Undahl, the 
new chief executive of 
ABB. the Swiss/S wedish 



I f Mr Goran IJndahl, the 
new chief executive of 
ABB, the Swiss/Swedish 
engineering group, is 
daunted fay the challenge of 
foBowing In the footsteps erf 
Mr Percy Barnevik, his 
highly regarded predecessor, 
he does not show H. 

"Percy Barnevik has done 
a fantastic job,” he says. 
"And my ambition is to 
build an even better com- 
pany." 

Mr Lindahl, who is 52, 
says he plans to impose his 
own personality on ABB just 
as Mr Barnevik did during 
trig nmt» years at the bairn. 
He takes over after a long 
career in engineering mar- 
keting, which culminated 
last year in tbe signing of 
the contract for the US$5bn 
Bakun hydro-electric wfriamg 
in Malaysia, ABB's biggest- 
ever order. 

Unlike Mr Barnevik, an 
economist by training who 
was marked out for high 
office at an early age and 
will stay an as nan-executive 
ftlmimiw , Mr Lindahl bug 
had to work his way up to 
the boardroom. 

Where Mr Barnevik twnds 
to dominate those around 
Mm through sheer force of 
intellect, Mr Lindahl is more 
down to earth and more of a 
team player. 

Mr Barnevik, who formed 
ABB out of a merger of Swe- 
den’s Asea and Brown 
Boveri of Switzerland in 
1988, spent Tniu-ti of his time 
shaping the unified company 
- dosing excess capacity, 
building a managerial and 
financial structure and 
Expanding its reach outside 
western Europe. 

Mr Lindahl seems to see 
his job as putting more com- 
mercial energy into this for- 
midable machine. Where Mr 
Barnevik put much empha- 
sis on long-range p lanning , 
Mr Lindahl is more con- 
cerned about bringing home 
the bacon. 

“My priority is to promote 
the top imp. Then, the bot- 
tom line will also grow. 
Sell, sell, sell," he says. 



Bat the two men also have 
much in rrtmmrm Neither is 
a stranger to file rrmvtant 
international travel which is 
required at a company with 
215,000 employees in 1,000 
subsidiaries in over 140 
countries. 

Both are Swedish and both 
have spent most of their 
working lives with compa- 
nies linked to the Wallen- 
berg family, which controls 
16 per cent of ABB, file sin- 
gle bipgggt stake. 

Time will tell whether Mr 
T .inriahl can « r my gp from Mr 
Bamevik’s shadow. His first 
real tes t may not imHT 
next year, when ABB’s prof- 
its are expected to start 
growing again as a result of 
economic recovery in Ger- 
many. If they do not, inves- 
tors could demand changes 
in direction. 

Mr Pierre Tissot, analyst 
at Lombard Odier. the 
Geneva hank, says: “It Is too 
early to nntiry any 
in strategy, but there are dif- 
ferences is style, Barnevik 
stressed the long-term per- 
spective and focused on mac- 


roeconomic factors. Lindahl, 
by co ntr ast. Is more down to 
earth and focused on our 
needs.” 

Although Mr Lindahl 
shares Mr Bamevik’s view 
that the company’s future 
growth will come mainly 
from emerging economies, 
there is a slight change in 
emphasis. 

Where Mr Barnevik spoke 
repea t edly about the impor- 
tance of eastern Europe, the 
former Soviet Union, and 
east Asia, Mr Lindahl puts 
Latin America at the top of 
his list for growth markets, 
ftmng h he adds that Asia 
remains very i m p ra tim t 


M r Lindahl plans to 
continue Mr Bar- 
nevik's strategy of 
expanding ABB’s manufac- 
turing operations in develop- 
ing countries, while reduc- 
ing the w or kf orce in western 
Europe and north America. 
Partly, it is a matter of seek- 
ing low-cost production and 
partly, building strong local 
businesses in growing mar- 
kets. says Mr Lindahl 


The new chief execu tive 
frng set a demanding target 
of increasing the annual 
order intake from $36bn last 
year to $50bn in 2001. With- 
out such an increase, ABB’s 
workforce may have to be 
reduced, he says, since pro- 
ductivity has to keep on 
increasing if ABB is to com- 
pete successfully. 

Mr Lindahl has fixed tar- 
gets for ABB’s margins, 
which have been under pres- 
sure in recent years because 
of competition from other 
international companies 
including Germany’s Sie- 
mens and GE of the US. The 
difficulties are particularly 
acute in power engineering, 
where margins have been 
squeezed by overcapacity. 

- Mr Lindahl declines to say 
what his margin targets are. 
but he wants to sec a sub- 
stantial improvement on last 
year, when operating profits 
amounted to just &8 per cent 
of sales. However, with a 
return on equity of ZL2 per 
cent, tbe shareholders would 
not. for the moment at least, 
have cause for complaint. 


Mr Lindahl expects to seo 
growth across all the compa- 
ny’s activities, including 
power generation, electricity 
transmission and distribu- 
tion. industrial plant and 
buildings and financial ser- 
vices. “Of couree. some^will 
grow more, some less. - he 
says. 

In developed countries, 
•where large new Industrial 
investments are rare, ni* 
expects to see growth from 
service and renovation con- 
tracts. There are also good 
prospects in fields where 
new technology is being 
introduced - for example in 
electricity metering and dis- 
tribution equipment 

In the developing world, 
the oil, gas, and petrochemi- 
cal industries are placing 
substantial orders, such as 
the 5500m contract for 
India’s Gist private-sector oil 
refinery at Jamnagar. 

Mr Lindahl is acutely 
aware of tbe concern such 
big schemes generate among 
enrir" " n , >pntfli Lttii- not least 
because of the criticisms 
made by pressure groups of 
the Bakun project. But he 
says that abstaining from 
economic development “is 
not a solution”. For example, 
the availability of electricity 
is a basic need for people All 
over the world. 

However, companies such 
os ABB have a responsibility 
to meet Ugh environmental 
standards with their prod- 
ucts. wherever they were 
supplied, says Mr Lindahl. 
“Of course, wo should not 
sell crap anywhere." 

He also welcomes debate 
with environmental groups 
because “it forces people to 
sharpen their arguments. So 
we will find better solutions 
for processes and projects.” 

But he sal’s ABB can only 
supply what its customers 
order. It cannot change the 
world on its own. “We can 
only do what’s in our cutnpe- 
tence." 


Stefan Wagstyl 
and Bill Hall 


BCP issue 
to finance 
bank stake 


Heidelberger Zement expands 


By Graham Bowfey 
In Frankfort 


By Peter Wise In Lisbon 


• Law reform measures •In^nadonal^re^Dents 

• General legal news • The range of legal services 

To receive a FREE sample copy, contact: 

L T r 

FT financial Publishing, Maple House, 

rl 

149 Tottenham Court Road, London W1P 9LL, UK 


Telephone: +44 (0) 171 896 2286 

FINANCIAL TIMES 

Fax: +44 (0) 171 896 2319 

Fbtandal Publishing 



Banco. Comertaal Portngufe, 
Portugal’s second-largest 
bank, is to make a Mg inter- 
national placement of subor- 
dinated debt to help finance 
an Es77bn ($441m) acquisi- 
tion that will increase its 
stake in Banco Portugnds do 

Atlantico from 50 JL to 73.1 
per cent 

The agreed purchase of 
27.5m shares from Impdrio, 
the insurer, could have been 
delayed for three years. It is 
seen as an indication that 
BOP’s tnrnround of BPA, a 
leading retail bank, is prog- 
ressing more rapidly than 
expected. 

BCP said the acquisition 
would not require a share 
capital increase. It would be 
m a de using available capital 
resources and through the 
issue of subordinated per- 
petual bonds, which count 
as Upper Tier Two capital 
for calculating the group’s 
solvency ratio. 

Analysts agreed the pur- 
chase was possible w ith o ut 
a share capital increase, but 
said it was still likely to 
raise concern among inves- 
tors that they might be 
asked to contribute more 
share capital- “BCP has a 
track record of fudging 
pledges not to raise capital 
to expansion,” gaid 

a Lisbon analyst 

In partnership with the 
MeBo group, which controls 
Impdrio, BCP acquired BPA 
in 1995 to become Portugal’s 
biggest private-sector finan- 
cial group. 


Heidelberger Zement. 
Germany’s biggest cement 
producer, has b e a t en inter- 
national competition to buy 
controlling stakes in two 
Bulgarian cement plants, its 
first in the country. 

Tbe company, which is the 
world’s fourtb-largest sup- 
plier of cement, will tell its 
shareholders at its annual 
general meeting on Thurs- 
day that it is in negotiations 
to pay the Bulgarian govern- 
ment approximately $25m 
for the plants, together 
with a commitment to con- 
tribute up to $25m of further 


Heidelberger - which has 
annual revenues of more 
than DMfibn ($3.47bn) - is 
also looking at possible 
acquisitions in Romania as 
part of its drive Into central 
and eastmn Europe and at 
potential purchases in Rus- 
sia, but has so far decided 
the market is too risky. 

“Bulgaria is the next 
development in our interna- 
tional diversification." said 
me offldaL “We want to be 
in markets where we expect 
high growth.” 

Heidelberger already has 
plants in Poland, the Czech 
Republic and Hungary. Last 
year it made its first push 
into Turkey and southern 

fThfnfl 


In 1993. Heidelberger 
acquired CBR, the Belgium- 
based cement producer, a 
move that doubled its size, 
with extra plants in western 
Europe and western areas of 
the US and in Canada. The 
company is now exporting 
cement from the Turkish 
plant to markets such as the 
US. 

In Bulgaria, Heidelberger 
is expected to take a 51 per 
cent stake in a plant at 
Zlatna Panega in north-cen- 
tal Bulgaria, and a 75 per 
cent stake in the much 
smaller Granitoid plant in 
south-western Bulgaria. 

Mr R51f Hills trank, chief 
executive, said the company 
was in the final round of 


Linde foresees profit from China 


By James Harding hi Xiamen 


Linde, the world's leading 
supplier of forklift trucks, 
expects its recently opened 
China operations to report 
its first pr ofi ts by 1999. 

The German company, 
whose only non-European 
manufacturing site is in Xia- 
men. southern rstina , fore- 
casts that the Chinese fac- 
tory wil l achie ve sales of 
Yn600m (US$723m) in 1997 
but continue to report losses 
over the next two years. 

Mr Dagobert Nolle, vice- 
general manager of Lin de- 
Xiamen, said: “We are not 
too concerned about our red 
figures. There have been 
substantial starting difficul- 
ties. ..as there always are 
in such cases. It is not easy 
to enter the China market, 
bat it is very promising.'* 


T.tnrip hflg invested approx- 
imately DM2Q0m 
since it agreed in 1994 to 
open the factory in Xiamen, 
which started foil produc- 
tion last year and “has the 
chance to break even, if not 
next year, then in 1999”. 

The factory produced 
approximately 2.000 indus- 
trial trucks in 1996 and tbe 
company aims to sell 3,000 
tracks in 1997. Linde says it 
needs to sell 4.000-5,000 
units to achieve profit a bility. 

The chief difficulty for 
Linde has been penetrating a 
competitive market, where 
local manufacturers offer 
forklift tracks for less than 
half the price of German 
models and Japanese compa- 
nies have established suc- 
cessful sales networks. 

Mr Nolte also says it has 
been hard to convince poten- 


tial Chinese buyers of the 
labour-saving benefits of 
forklift trucks, given that 
local labour costs are so low. 

However, the company 
expects the maricet to grow 
substantially over the next 
10 years and plans to raise 
tbe Xiamen factory's capac- 
ity from 5,000 trucks per 
year to 15,000 trucks. 

“The hunger for good qual- 
ity in the field of industrial 
products will certainly 
grow * said Mr Nolte. but he 
adds that Linde will wait 
until it has achieved profit- 
ability before investing far- 
ther in expanding capacity. 

Linde, the only foreign 
company manufacturing 
material handling- trucks in 
China, last year raised its 
stake in the Xiamen joint 
venture to 70 per cent, leav- 
ing 30 per cent in the hands 


of its Chinese partner, Xia- 
men Head Corporation. 

In the past five years, 
Linde has eased its reliance 
on the German domestic 
market and is increasingly 
driven by foreign sales, 
which now account for 
nearly two-thirds of turn- 
over. 

The group, which includes 
engineering, refrigeration, 
industrial gases and material 
handling divisions, reported 
1996 sales of DM&8bn com- 
pared with DM&28bn in 1995 
and pre-tax profits of 
DM689m against DMfflQm. 

Linde opened an industrial 
gas facility in Xiamen two 
years ago and plans to open 
another factory nearby later 
this year. The company also 
has an engineering joint ven- 
ture in Dalian, north-east 
China. 
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negotiations on the final 
details of the sale. 

The Bulgarian government 
awarded Heidelberger the 
stakes in the plants over 
competing bids from other 
cement companies from 
Greece and Switzerland, and 
from another big cement 
producer in Germany. 

According to local press 
reports, a further two plants 
in Bulgaria are also due to 
be privatised. 

As well as news of the pur- 
chases, Mr Hilis trunk is 
expected to tell the group's 
annual shareholder meeting 
this week that turnover is 
forecast to grow 5 per cent 
this year after 7 per cent 
growth last year. 
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Corporate restructuring marks time 


,% dungs mr period 


US Jaoea Germany Franca ttaly 


UK 


For the past few years, 
continental Europe’s stock 
markets have benefited from 
investors’ belief that big 
companies are restructuring 
themselves to give better 
value to shareholders. Does 
the swing in Europe's politi- 
cal mood indicate a threat to 
that trend? 

The new French govern- 
ment is composed of people 
who bitterly attacked Ren- 
ault's job cutbacks. Unem- 
ployment in Germany con- 
tinues to rise, and the 
prospects of a Social Demo- 
crat victory in next year’s 
elections grows mare likely 
as the government bun gl es 
the Maastricht test. Even 
Britain's New Labour has 
been sounding .suspiciously 
Old Labour at times in the 
past week. 

As Morgan Stanley’s Mr 


David Roach has argued, 
workers who have seen the 
industrial balance of power 
tilted against them have 
only one recourse: through 
the ballot box. Though 
newly elected left of centre 
governments cannot stop the 
restructuring process, they 
can slow it down, and help 
mobilise opinion agai ns t it. 

So, is restructuring now 
on hold? No, says Mr Gary 
Dugan of J.P. Morgan, 
because the crude job cat- 
ting phase of European 
restructuring is now largely 
over. “Slashing the work- 
force is a thing of the past," 
he says. “The type of 
restructuring we see now is 
the search for ‘corporate 
clarity 1 ”. In thin process, 
companies focus their invest- 
ment on their core busi- 
nesses, and spin off periph- 


eral activities. Shareholders 
claim greater control over 
the cash flows of the compa- 
nies they own, limiting man- 
agers’ discretion to spend on 
low return activities. 

Still, in a number of coun- 
tries, this type of restructur- 
ing requires the assistance 
of the state. And, thou g h jt 
may be less hurtful than job 
cuts, it may still fan victim, 
to politics. Far example, Ger- 
many has beer p lanning a 
reform of corporate law 
which will give greater 
emphasis to shareholders 
and ease the distribution of 
capital, two steps which will 
accelerate the restructuring 
of big companies. But the 
proposal has been trapped in 
political wrangling in Bonn. 
It is easy to imagine it fall- 
ing victim to the new mood 
of the times and the COah- 


tion's struggle far survival 

It may also be overly opti- 
mistic to believe that the 
.continent's need for mea- 
sures which hurt the work- 
force - job cuts or reduc- 
tions in the share of output 
going to labour - is past Mr 
Richard Young of Goldman 
Sachs argues that a typical 
developed-economy company 
could produce a return on 
equity of between 50 per cent 
and 80 per cent by moving 
its production to emerging 
economies. 

That is a crude figure; it 
needs to be adjusted to allow 
for higher transport costs 
and political risk. Still, when 
you consider that German 
manufacturing businesses 
are currently achieving a 
return on equity of less than 
10 per cent, the scope for 
huge gains in profitability by 


shifting production abroad is 
dear. The long term implica- 
tions fa c the German work- 
force, in job losses or reduc- 
tion in the share of naHnnai 
income, are also clear. 

In the short run, however, 
the European mood tnrllna tps 
a deep desire to delay that 
adjustment. And there is 
scope for a momentary 
pause, as economic growth 
picks up in both France and 
Germany. Re s truc turin g was 
accelerated, in both coun- 
tries, by the pressures of a 
strong currency. In recent 
months, that has been 
by the rise in the dollar. 
Now there is an increasing 
likelihood that the problems 
of the Maastricht conver- 
gence process will usher in a 
weak euro. If companies no 
longer feel the same cur- 
rency threat, restructuring 



Strong 
advance 
expected 
at Raisio 


Raisio Group, the Finnish 
food processor and chemi- 
cals group which has 
invented a “magic marga- 
rine” that reduces choles- 
terol levels in the body, is 
expected on Thursday to 
report profit after financial 
items in the range of FM58- 
80m ($i5.4m) for the four 
months to April, up from 
FM 38.3m a year earlier. 

While the bulk of both 
sales revenue and operating 
profit stems from the group's 
established operations - 
chemicals for the forestry 
industry, foodstuffs and ani- 
mal feeds - observers will be 
mainly interested in any 


new developments in the 
cholesterol-cutting Benecol 
margarine. 

But the Benecol discovery 
- which sent Raisio’s share 
price rocketing ahead amid 
expectations of tremendous 
growth potential - is not yet 
expected to break even, mid 
some investors could be 
inclined to sell the stock if 
the framing s report fails to 
contain new indications of 
concrete steps to develop 
and market the product 

AFX-News, Helsinki 


■ Kemira Oy, a large Finish 
chemicals group, is expected 
today to report profit after 
financial items in the range 
of FM29(H20m ($81m) for the 
four months to April, com- 
pared with FM477m a year 
earlier. 

The relatively wide range 
of forecasts is mainly due to 
uncertainty over when cer- 
tain items will be booked 
during the year, especially 


regarding the timin g of 
deliveries by Kemira Agra, 
the agricultural division, 
analysts said. 

The analyst providing the 
lowest estimate of FM290m 
said his calculation was 
based on the assumption 
that many of Kemira Agro's 
deliveries which were 
intended to take place in the 
first four months of the year 
have been shifted to the sec- 
ond tertial 

The results are expected to 
confirm the company’s 
warning in April that Kern- 
ira Agro's weak sales growth 
and tight price competition 
in Central Europe pushed 
profits significantly lower. 

AFX-News, Helsinki 


T ~ mr-sr ~>V- r f-Tvr-'.-.'V 
— / - • T..C •: . -•? ^ •>. Ak 




' Shw«' pribirtiaWw tctjaii v ~ 


J-tex GeoeraT 

. 330 v - -- - -- 


rS&'.'vX 


may become less urgent If 
that immediate threat ea se s, 

, the psychological factor 
comes into play: just how 
much management enthusi- 
asm for the restructuring 
process do continental com- 
panies really possess? The 
domestic political climate 
affects bosses as well as 
workers. As the mood shifts, 
perhaps companies will do 
as little restructuring as 
they can get away with? 

Mr Dugan believes that 
European shareholders are 
following the lead of their 
US equivalents, and claim- 
ing greats* control over the 
cash flows of the businesses 
they own. If that is so. then 
whatever managers’ prefer- 
ences, they will have no 
choice but to continue the 
restructuring process. 

Still, it would not be sur- 
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prising if there were to be a 
pause in the pace of restruct- 
uring efforts as managers 
assess the political and 
social climate. In the long 
run, competitive pressures 
from abroad and shareholder 
pressures from closer to 
home make continued 
restructuring Inevitable. But 
in the short run, continental 
stock markets which have 
risen in anticipation of an 
imminent shift towards a 


greater emphasis on share- 
holder value may be vulner- 
able to the discovery that, 
for the moment, that process 
is marking rimfc. 

European Corporate 
Restructuring: three reports 
by Gary Dugan and Caroline 
Mbroa, JLP. Morgan Securi- 
ties, London, April 2997 

Restructuring Europe: An 
investor's view by Richard M. 
Young, Goldman Sachs Inter- 
national, London, May 1997. 
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($660m) compared with 
£418m last time. The foil is 
the result of the group's 
announcement in April that 
profits would be reduced by 
£53m because of a change in 
accounting policy. The group 
will no longer be capitalising 
interest on the proposed 
Heathrow fifth terminal 
until planning permission 
has been received. The 
group is likely to be ques- 
tioned about how long it 
expects the inquiry to delay 
much-needed expansion at 
Heathrow. 


■ Royal Ahold, a Dutch 
supermarket chafr\ is expec- 
ted to report on Wednesday 
first quarto* net profit up at 
between FI 220253m #13Qm) 
from FI 138.4m a year earlier. 

Mr NBs van Elzelingen. an 


analyst at NIB Securities, 
noted that the figures were 
strongly influenced by acqui- 
sitions, adding 30 per cent to 
sales, while Ahold's expan- 
sion in Asia is estimated to 
result in a negative contribu- 
tion to operating profit of 
FI 10m (FI 2m). 

Mr Van Elzelingen said 
higher efficiencies, expan- 


sion in fast-growing markets 
and positive currency trans- 
lation effects would be the 
main driving forces behind 
earnings g r ow t h . 

AFX-News, Amsterdam 


■ BAA, the airports group, 
announces full-year results 
today with pre-tax profits 
expected to be £405m. 


■ After Dairy Crest last 
week, the other leading 
dairy companies are report- 
ing annual profits this week: 
Unigate today and Northern 
Foods tomorrow, with Rob- 
ert Wiseman and Milk 
Marque an Wednesday. 

Life has been tough in the 
commodity dairy products 
business, but Unigate is 
expected to have made up 


for lower profits there with 
improvements in its fresh 
foods, bacon and distribution 
activities. 

Disposals have generated 
ennn gft to turn interest 
payable into receivable, and 
pre-tax profits are expected 
to rise from £118.8m to 
£122m (fl99m) after excep- 
tionals. 

Similarly, Northern Foods 
will have seen dairy profits 
down by perhaps £15m, off- 
set by a strong performance 
from prepared foods. Overall 
profits are expected to edge 
up from £124 .2m to £127m 
($207m). before a small 
exceptional credit Both are 
due to raise their dividends 
by 4 or 5 per cant 


against £l83m last time. The 
rise comes on the back of 
good television advertising 
revenue and strong trading 
In hotels. 

The company is likely to 
turn the spotlight on its 
media activities by detailing 
plans for the division includ- 
ing pay television and pro- 
gramming strategy. 


H Granada Group, the tele- 
vision and leisure company, 
is expected to report on 
Wednesday underlying pre- 
tax profits of between £232m 
and £239m ($390m) far the 
six months to March 31. 


■ Hyder, the Welsh-based 
multi-utility is expected to 
report today a 28 par cent 
increase in pre-tax profit to 
£215m ($350m) for the year 
ended March. 31. It is also 
forecast to pay a net divi- 
dend up 14 per cent at 44p 
per share. As most of the 
sector unwinds dividend 
cover down towards twice 
covered, Hyder’s cover will 
still remain closer to three 
times. The group has ener- 
getically pursued savings 
arising from its merger of 
Welsh Water with South 
Wales Electricity. 
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Positive interest in convertibles 


A flurry of convertible bond 
issuance in recent weeks has 
fuelled hopes that the sector 
might be undergoing a 
revival 

The two most prominent 
deals came from Japan and 
were issued by banking 
groups Sumitomo and Toyo. 
Both were denominated in 
yen - YlOObn and Y50bn 
respectively. 

“Until last year, we used 
to see at least one major Jap- 
anese transaction every 
quarter,” said a syndicate 
manager in London. “This 
supply dried up earlier this 
year when the Japanese 
bond market fell, but the 
mood has certainly turned 
more positive recently.” 

Bankers are predicting 
more deals in the near 
future, with Japan expected 
to continue lea d ing the pack. 

“If you are a truly global 
investor, you have to have 
money in Japan.” said one 
banker. “And bank deals are 
quite attractive." 


Because banks account for 
a large part of the Topic 
share index, investing in 
equity-linked securities from 
the banking sector is seen as 
a good proxy for tracking 
the index itself. 

Activity, however, is not 
limited to Japanese issuers. 
Europe has also seen its 
share of supply. Last week 
Swissair launched a deal in 
its domestic market. Earlier, 
British Land was active with 
a £300m issue, as was AGF, 
the French insurer. 

A large deal is soon expec- 
ted from Telefdnica, the 
Spanish telecoms company, 
for up to 5750m (£460m). 

“An environment in which 
bond yields are falling and 
equities are rising is favour- 
able for convertible bond 
issuance.” said an official at 
SBC Warburg, joint lead 
manager of the recent deal 
by Toyo Trust and Banking: 

Bankers also highlighted 
several factors supporting 
demand. Lack of supply in 


the first quarter was one. 
Analysts at Goldman Sachs 
said supply during the first 
three months was just suffi- 
cient to cover redemptions of 
existing issues. 

Another favourable factor 
was that during the 1996 
equity rally, which has 
extended into this year, 
some convertible bonds have 
shown better performances 
than underlying shares. 

Also, convertibles con- 
tinue to be seen as the best 
defensive instruments for 
investors who feel that 
shares have risen too fast, 
but can not rid: missing out 
should the rally continue. 

This combination of bull- 
ish factors has allowed more 
innovations in the sector. 
These include special fea- 
tures such as mandatory 
conversion, through which 
the proceeds qualify as tier-1 
capital for regulatory pur- 
poses, re-settable conversion 
prices, credit-enhanced 
issues and zero-coupon con- 


vertible bonds. 

In this favourable environ- 
ment, bankers are optimistic 
that iss uance will conti nns 
at a lively pace in coming 
months. 

Japanese banks are expec- 
ted to remain i mporta nt in 
the market, as they reinforce 
their capital base, eroded in 
recent years by bad loans to 
the property sector. 

In Europe, convertible 
bonds are increasingly seen 
as a convenient medium for 
privatisations. 

“This is a sector where we 
will continue to see primary 
market activity in the next 
year or two,” a continental 
European banker predicted. 

However, most analysts 
agree that a strong correc- 
tion in other firanriai mar- 
kets could weigh on demand. 
The worst case scenario, one 
banker warned, would be “a 
major bear market in bonds 
spilling over into equi- 
ties... It would put an end to 
it afl.” 
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Mixed signals from last 
Friday’s US jobs report have 
left the market stiH ensure 
about the likelihood of a rise 
in interest rates at next 
months Federal Open 
Market Committee meeting- 

Although the markets . 
opted for a benign 
interpretation of the data cm 
Friday, lifting the Dow Jones 
Industrial Average to a 

record high, this was only 

after an initially jittery 
reaction. 

The fall in the May 
unemployment rate and an 
upward revision in April 

payrolls data Implied that 
the economy is slightly 
stronger than was thought. 

However, long-dated bonds 
may have litt le to fear from 
a rate rise, since the market 
“would be impressed by the 
Fed’s willingness to tighten, 
before ne±nni infla tion 
statistics deteriorated," 
according to a report by 
Donaldson. Lufkin & 
Jenrette. DLJ expects 
30-year Treasury bond yields 
to fluctuate between 6.5 per 
cent and 7 per cent for the 
rest of the year. 

Among this week's data, 
there is little erf note until 
the end of the week. May 
retail sales on Thursday are 
expected to show a rise of 05 
pm- cent and producer prices 
on Friday a rise of 05 per 
cent or 0.1 per cent 
excluding food and energy. 
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According to DU. 
producer prices less food and 
energy have been flat since 
the start of the year, with 
l ittle sign of Inflationary 
pressures. 

Analysts will also be 
eyeing the June Mi chigan 
sentiment index for the 
latest changes in the 
economic picture. 

Some analysts also expect 
the market to benefit farther 
from the strength of the 
dollar, following speculation 
that European monetary 
union is likely to be delayed. 
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Rubber future looks bouncy 


The world may be facing a 
long-term shortage of natu- 
ral rubber and - viewed over 
the next couple of decades - 
the price for this basic com- 
modity “is likely to perform 
better than prices of many 
other commodities’’, accord- 
ing to a study* by Mr Pra- 
ebaya Jumpasnt, chief econ- 
omist with the International 
Rubber Study Group. 

The key factor behind this 
bullish outlook is that the 
world’s three major produc- 
ing nations of this important 
commodity - Thailand, 
Indonesia and Malaysia - 
are three of the fastest 
industrialising economies. 

This industrialisation 
implies a shift by the three 
nations from being predomi- 
nantly natural rubber 
exporters to their retaining a 


greater proportion of their 
production for domestic can- 
sumption. Hence there will 
probably be “a dedining vol- 
ume of rubber available for 
export to the world market”. 

The big question - how 
fast is the world likely to 
move into this shortage? - 
has yet to be answered. All 
that can be said is that 
demand is currently main- 
taining historical levels. 
World d emand for elastomer 
- encompassing both syn- 
thetic and natural rubber - 
has increased by an average 
of 3.6 per cent a year in the 
past 36 years, probably 
breac hing 16m tonnes this 
year. 

But there are-factors that 
mitigate against the further 
development of futures mar- 
kets and hedging operations 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 
CNPC (China) 


Wal-Mart (US) 


OTE (GreeceJ/Stet 
(Italy) 

HSBC (UK) 


AsriDondn (Sweden) 


Exel (Bermuda) 


Smfflis Industries (UK) 


TARGET . 

Aktyubinsk 

(Kazakhstan) 

Cifra (Mexico) 


Telecom Serbia 
(Serbia) 

Roberts SA de 

Invarslonae 

(Argentina) 

Lecoureonncte 

(France) 

Ventnn (UK) 


PotyPhaser Ccrp 
(US) 


SECTOR 


Financial 

services 


Engtoeering 


PKERDevrr enterprises cokp. 

tacnponM ate 0rtaM0tai%fc ratal AaftaputdeorOtaia 

Anal Gene* Mowing ot SmMdn ol Praettert B d atptlae a 

cop-crecT. 

PEC «>■ heW in 1897 Annua) Genta Marring of Shamhofctare at ftoa ajn. on 
Fittay. Ana 20. «87, at ha heed office ki Tataan. Tehran, RapuUc of CNna. 

TTe agates metudw «m Mamnp Wane 
M RapertanWMb w I naa npiral era 

W Rapist on VMapsaaonraaub and ■qMnriarrt'raiiat 
(e) Hepistona*«ta*a«ms«aPiouBircritaeda jt>* « ata. 

M) Report on ni»«ndp u < a«» >oi«—Wi maws 



fl ftmo*aHor m onftnooUBfi» Anlel— o< Ineapomorc 

(m)OBarpnpa— I k 

rtaMMtfnBhavabaan reacted byte Beta orDtaton. and putenordieB«Gangnl 



national 

Abbey National 
TVeasnry Services pic 

US$1,000,000,000 
Guaranteed Floating Rate 
Notes 1999 .■ 

Notice is hereby given that 
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Agent: Morgan Guaranty 
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The base rate rise on Friday 
failed to dent the confidence 
of the UK stock market, 
which seems to have decided 
that a small interest rate 
rise bow is preferable to 
more severe action taken 
later in the cycle. 

The market still has 
plenty of potential pitfalls in 
the coming weeks, with the 
July 2 Budget the most 
substantial worry. Investors 
remain worried that Mr 
Gordon Brown, the new 
| chancellor, will raise taxes 
in the c orporat e sector. 

This week, the highlight is 
likely to be a slew of 
1 economic data, as the 
markets assess whether the 
consumer boom is picking 
up speed. The British Beteil 
Consortium survey for May 
and the average earnings 
numbers will provide some 
pointers. 

Meanwhile the effect of 
sterling on UK exporters 
may be visible in today’s 
manufacturing output and 
industrial production 
numbers. Consumer and 
producer prices numbers are 
not expected to show any 
signs Of wninwi— i 1 1 

InflEtt o n aiy preF^ures. 

Equity traders and 
invest ment tns titn ticps will 
probably be positioning 
themselves aViwafl of the 
flotation of Norwich Union, 
in which dealings start next 
Monday. 
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Bid rumours will also keep 
dealers busy, with the bank 
sector wot* again in iTir» 
frame late last week. 

On the results front, the 
maHrpfr h»-a fipros to absorb 

from BAA, Energy Group, 
Granada, Hyder, Northern 
Foods. Sevan Trent, 

Scottish Hydro and Unigate. 

Corporate earnings have 
taken a back seat in recent 
weeks to economic, political 
amA flotation news but the 
market needs earnings 
growth to keep it moving 


The continued - 
manoeuvring* of the 
German government in its 
attempt to meet the budget 
critala fig E ur op e an 
economic and monetary 
union, are fflmty to dominate 
at tenti on again in the 
German markets this week. 

Despite the uncertainty 
and embarrassment far the 
government after ft backed 
down in its dispute with the 
Bundesbank ovs-the 
planned revaluation erf the 
centra] bank's gold reserves. 
German shares reached 
another record on Friday. 
The DAX index closed above 
3,700 far the first time. . 

This was despite economic 
data last week showing a 
M ggpr rise in 

m— pgi nj i iM nt in May 
Other figures showed a 
relatively strong advance in 
gross domestic product in 
the first quarter — driven by 
healthy export growth. 

Ai the end of floor-trading 
on Friday, the DAX stood at 
ZJ&528 but by the close of 
electronic trading it had 
edged up to 3,70063. 

On the economic front, few 
figures are due tins week. 
Retail sales are expected to 
have risen by an annualised 
4 per cent in April but 
economists said this was 
more a result erf one-off 
distortions in Aam than 
a reflection of strength in 
consumer spending 
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Final consumer price 
wuiiiwi^ far May might 
be published. Analysts at 
UBS predict a 03 per emit 
increase between April and 
May in the whole of 
Germany, leaving the 
annual rate of increase 

mirhawgwH pw font 

On the ccsporate front, a 
n umber erf h«wv« — including 
NardLB, DG Bank, and 
WestLB - are expected to 
hold press conferences. 

Maniwwann Jg hnliHng ](S 
atmiial gtinwihnM nwi* 
wwgHng 


Tokyo share prices have 
benefited in recent weeks 
from renewed interest 
among foreign investors, 

who purchased Y3,711bn 
worth ot stories on Japan's 

three « pp-inmg w! in 

May. The figure surpassed 

Y3,000bn far the first time 
since the Tokyo Stock 
Excha nge began disclosing 
sudi 'data in 1982. 

The Nikkei 225 finished 
last week at 20.485.75, down 
2.40 points but well ahead of 
its elosing level of 18.003.40 
at the March 31 end of 
Japan's 1996 fiscal year. 

Much of the gains are 
attributed to foreign buying, 
particularly by brokers, who 
accounted for nearly 40 per 
cent of all stock transactions 
in tains of value on the 
three T n> ri r> gyrtumg es- On 
the other hand. Japanese 
investors - institutional and 
domestic - were net sellers 
in the three markets in May. 

Foreign investors are 
buying in the expectation 
that the yen's recent 

appr wlnrtn n against the 

riniiny will boost the value of 
Japanese equity holdings. 

The question now is 
whether the key 225 index 
will manage to rise 
si gnific antly beyond its 
current range of 20,000 to 
20,500, in the absence of 
s t ron g economic data. 

The of Japan said in 

its awmal economic white 
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in the commodity. The glo- 
balisation of the tyre indus- 
try has sRmfflPri the ranks of 
ultimate b u y er s and dealers, 
and the lack of a successful 
terminal market outside 
Japan has fuelled a relative 
dnniinp in speculative inter- 
est in rubber. 

The fixture for synthetic 
and natural rubber indus- 
tries win be under the spot- 
light this week, when repre- 
sentatives from 18 of the 21 
member governments of the 
International Rubber Study 
Group, formed in 1944 to pro- 
vide a discussion forum far 
elastomers, attend the 
IRSG’s annual meeting in 

Liverpool. 

*Worid future trend of natu- 
ral and synthetic rubber sup- 
ply and demand, presented at 
Plast 97. MUan, May 8 1997. 
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After a strong five days, 
capped an Friday by benign 
US jobs data, leading Euro- 
pean bourses start this week 
on a firm note. 

PARIS 

The French stock market is 
one of the more exciting in 
Europe at the moment and is 
likely to remain so in the 
run up to the new govern- 
ment’s first policy statement 
on June 17. 

Having fallen steeply 
before the election to turn in 
a woeful underperfarmance 
against Europe as a whole 
far the month of May, the 
bourse rallied strongly last 
week, lifting the leading 
CAC 40 index by nearly 7 per 
cent 

Prime minister Jospin’s 
choice' of cabinet colleagues 
was important, allaying 
much of the prevailing polit- 
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ic&l uncertainty. But the 
wain drive from the 
growing perception that 
Emu, very probably in a 
broader form, remains firmly 
on course. 

The political climate in 
both France and Germany 
remains highly charged, and 
concern that the whole pro- 
cess of European monetary 
integration can come off the 
rails is likely to lurk behind 
investor sentiment far some 
time yet. By implication, 
French shares are going to 
remain volatile. 

But recent bourse trading 
has seen a strong r e su rgence 
in activity. Institutional 
investors, both foreign and 
domestic, are back in the 
thirb of the action with daily 
volume last week rfimhfng 
to above average levels. 

Annual meetings again 
dominate this week’s corpo- 
rate news. Renault, L’Oreal, 


Michelin, Schneider and 
Generate des Eaux all come 
face to face with sharehold- 
ers. The Renault and Eaux 
meetings could well be 
action packed events. 

Re nault may provide clues 
as to just how its plans for. 
radical restructuring can 
p r ogress under the new gov- 
ernment. 

Eaux was one of heaviest 
casualties in the preelection 
shake-out. sliding some 20 
per cent from its peaks. 
Many French analysts are 
betting that the chairman, 
Mr Jean-Marie Messier, will 
attempt to redress the bal- 
ance on Wednesday. 

HELSINKI 

Finland looks fa be the cen- 
tral focus of the week in 
terms of company results, 
with a raft of leading groups 
pumping out first four 


month, figures. Chemicals 
leader Kamira reports today 
said steel group Rautaruukki 
tomorrow. Metre, the diesel 
and ceramics business, 
makes its statement on 
Wednesday. 

Rautaruukki has been a 
strong market since April 
when the government 
reduced its stake to about 50 
per cent via a placing. Lower 
earnings are expected, but 
analysts will be hoping for 
same confirmation of har d- 
ening European steel prices. 

HONG KONG 

Hong Kong shares are expec- 
ted to come under pressure 
this week as profit-taking 
sets in. writes Louise Lucas 
from Rang Kang. Two trig- 
gers are likely to encourage 
selling in the holiday- 
foreshortened week: place- 
ment rumours and news that 
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paper published on Friday 
that Japan's economic 
recovery will continue at a 
modest pace on growing 
private demand and will not 
suffer unduly from the 
impact of the April l 
increase in sales tax from 3 
to 5 per cent. 

However, analysts warned 
that business conditions and 
corporate confidence are nut 
strong enough to weather 
the effects of a rumoured 
increase in the official 
discount rate from its 
current low of 0.5 per cent. 


China's central hank is 
clamping down on equity 
investment by banks. 

The benchmark Hang 
Seng Index closed lower on 
Friday at 14.655.13 on heavy 
turnover of HK$21 .Tbn 
before the long weekend. 
Trading resumes tomorrow. 

Focal points are expected 
to be red chips, the main- 
land-backed companies that 
are still attracting buyers, 
and blue chips at the centre 
of placement rumours. 

Hongkong Telecom, which 
rose 11 per cent against the 
falling market on Friday 
after revealing parent Cable 
& Wireless of the CK lud 
entered a memorandum of 
understanding with China, is 
expected to remain a strong 
theme. After the market 
closed an affiliation deal was 
announced between Hong- 
kong Telecom. Cable & Wire- 
less and China Telecom- 
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Japan GDP figures could push up discount rate 


The performance of the 
Japanese economy in the 
first quarter of this year 
could hold the key to cur- 
rency market turbulence in 
the coming week. 

• Japanese GDP figures are 
scheduled to be released 
towards the end of the week, 
and a stronger than expected 
increase In consumer 
demand during thw quarter 
has led forecasters to predict 
a rise of 45-5 per cent 


That coaid be hefty 
enough to spark a rise in the 
overnight discount rate - 
which hasnTmoved from 05 
per cent since September 
1995, making it the longest 
standing of key international 
rates. 

The effects of a rate rise 
together with strong GDP 
growth could act as a power- 
ful magnet on Japanese 
funds currently parked over- 
seas, leading to the unwind- 


ing of the profitable Japa- 
nese carry trades built up 
over the last 12 months. 

The yen is already trend- 
ing lower against the US dol- 
lar, with the dollar breaking 
key support when it closed 
at Y115.33 on Friday. The 
next key point is Y1X3.66. 
which could come under 
threat next week. A similar 
trend is bring seen in the 
sterling-yen rate, with sup- 
port just above Y186. 


The dollar could be 
propped up by another out- 
break of monetary union 
uncertainty. Today's Ecofin 
meeting in Luxembourg is 
followed by Germany's 
Bundesbank council meeting 
on Thursday. 

Mr Johann Wilhelm Gad- 
durcu deputy president, said 
the gold revaluation issue 
would be discussed by the 
bank. 

Eastern European curren- 


cies may be vulnerable to a 
region-wide withdrawal if 
the Czech koruna drops 
sharply as a result of a vote 
of confidence in the govern- 
ment of Mr Vaclav Klaus, 
next week, analysts say. 

They expect the koruna to 
weaken by as much as 15 per 
cent in the next few months, 
as the government cuts 
interest rates - and there 
may be a knock-on effect on 
Poland and Slovakia. 
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Investors give 
Brazil a vote 
of confidence 






Mr Gustavo Franco, director 
of international affairs at 
Brazil’s central bank, had 
every reason to sound 
pleased last week after the 
success of his country's 
30-year global bond issue. 

“This goes a long way 
towards overcoming the bad 
memories of Brazil's difficul- 
ties with its external debt in 
the past," he said. “It is 
another reason for the grow- 
ing self-esteem felt today by 
Brazilians." 

The offer will almost cer- 
tainly improve conditions for 
future Brazilian issues. But 
concern over government 
failure to control public 
spending may stop spreads 
falling much further. 

The deal is important 
because 75 per cent of the 
global bonds were swapped 
for Brady bond debt, the col- 
lateralised paper backed by 
US Treasuries issued in 
place of distressed commer- 
cial loans in 1994. 

The new bonds are unse- 
cured and the size of the 
offer - at S3bn, three times 
bigger than many dealers 
had expected - was seen as a 
sign of investor confidence 
in the Brazilian economy. 

It adds length and defini- 
tion to the Brazilian yield 
curve and is likely to set a 
new benchmark for public 
and private borrowing. 

“This is excellent news for 
ah future issuers." says Mr 
Paulo Henrique Rocha of 
investment bank Bozano 
Simonsen. “1 haven't the 
slightest doubt that it will 
help lengthen Brazilian, 
maturities.” 

If it does, it will continue a 
tentative process that 
started only recently. There 
is very little corporate Bra- 
zilian debt of longer than 
five years’ maturity: Fetro- 
brds, the government-con- 
trolled petroleum group, 
recently launched 10 -year 
paper and Sabesp, the Sdo 
Paulo state water and sew- 


NEW INTERNATIONAL BOND ISSUES 
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age utility, is preparing 
an eight-year issue. 

On the government side, 
last week’s issue was a big 
initiative. Unlike its neigh- 
bour Argentina, which bor- 
rows heavily abroad and 
very little on domestic mar- 
kets, and most other coun- 
tries, which tend to balance 
the two. Brazil borrows 
almost entirely at home - 
and at some of the world's 
highest interest rates. 

“The government seems 
content to finance itself on 
the domestic market by 
keeping maturities short and 
paying outrageous interest 
rates, which is very awk- 
ward and unusual behav- 
iour," says Mr Arturo Porze- 
canskl, Americas chief 
economist and head of fly*** 
income research at ING Bar- 
ings In New York. “So [last 
week's issue] is very good as 
a diversification tool, never 
mind as a benchmark." 

Brazil had been expected 
to make such a move for 
some time. The US Federal 
Reserve's decision not to 
raise Interest rates on May 
20 and public holidays the 
following week in Brazil and 
the US, gave it the opportu- 
nity It had been waiting for. 

The deal was also helped 
by high liquidity on. interna- 
tional bond markets, and by 
its price. The bond’s spread 
of 395 base points above US 
Treasuries brought strong 
interest not only from inves- 
tors wishing to swap Bradys, 
but also from cash buyers: 
the offer attracted cash bids 
of more than $ 16 bn for the 
$75Gm allocated. 

Analysts said the central 
bank had been mare flexible 
on price than in recent 
issues, when it insisted on 
tighter spreads and attracted 
less Interest from investors. 

Opinions differ, however, 
on whether the big demand 
for the global bond will 
permit lower spreads on 
future Issues. 



“It’s hard to say In the 
short term," says Mr Roach 
at Bozano Simonsen, “but in 
the long term spreads will 
tend to Mi. This mnt»h inter- 
est in a 30-year baud is a 
strong indication of inves- 
tors’ long-term confidence in 
BrazflL" 

Others say confidence 
alone will not be enough. 

“The success of future 
issues will depend on three 
factors: global liquidity, 
global interest rates, and 
domestic conditions in Bra- 
zil,” says Mr Walter Molano, 
director of Latin American 
research at SBC Warburg in 
New York. “If there is a posi- 
tive confluence of all three 
as there was this tTwn 
yes, we could see another 
successful deaL” 

What worries some ana- 
lysts is that the domestic 
outlook may soon deterio- 
rate. Much hangs on the 
repercussions of a vote in 
the Senate last week, giving 
final approval to a constitu- 
tional amendment that will 
allow President Fernando 
Henrique Cardoso to ran for 
a second term in elections to 
be held in October 1998. 

On the one hand, the vote 
removes an issue that has 
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Prague faces stormy summer 




clogged the political agenda 
for months and clears the 
way for more decisive gov- 
ernment action to bring pub- 
lic spending under control. 

On the other hand, it 
marks tiw beginning of the 
election campaign and may 
diminish the government's 
appetite for harsh measures. 

Mir Porzecanski at ING 
Barings argues for p$hth rm 
He calculates that, with a 
current account deficit of at 
least $30hn this year, $20bn 
needed for amortisation of 
eurobonds issued mostly by 
banks in the past four years, 
and short-term debt of 
between $40bn and pjObn, 
Brazil ban a nwirrmiTm bor- 
rowing requirement of 
$ 100 bn.a year to the end of 
the decade. 

"Under present conditions, 
with economic stability and 
plenty of global liquidity, 
this isn’t a problem,” says 
Mr Porzecanski. 

“But if liquidity tightens, 
or if the stock market peaks, 
or if privatisation runs out 
of steam, or if Congress gets 
stalled, then things will 
become very much mare dif- 
ficult," he adds. “That 
means trouble for Brazil’s 
debt market” 


The Prague stock exchange, 
dogged by structural prob- 
lems and a deteriorating 
trading environment 
throughout 1996, now has 
another excuse to test inves- 
tors’ patience - the Czech 
Republic is hovering on the 
brink of a recession. 

After a brisk start to 1397, 
which saw the PX 50 index 
of leading shares surge from 
about 515 to almost 630 at 
the end of February, prices 
have staged a rapid decline 
on the back of a worsening 
macroeconomic outlook. 

Industrial production fell 
sharply in tire first quarter, 
suggesting growth for the 
period will be zero at best. 
Forecasts for the year have 
been revised accordingly. 

In spite of the 10 per cent 
depreciation of the koruna 
since it was floated by the 
Czech National Bank (CNB) 
two weeks ago, and two aus- 
terity packages in as many 
months from prime minister 
Vficlav Elans to try to revive 
the economy and curtail a 
surging current account defi- 
cit, investors remain In 
wait-and-see mode. 

“From a top-down paint of 
View, thing s have chang ed , 
and a MnH of [economic] 
restructuring plan has been 
put in place, says Mr Guy 
CzartoryskL Czech analyst 
at Deutsche Morgan Grenfell 
in London. “But I don’t 

think it reaches far wnnngh 
into the economy." 

By any yardstick, the PSE 
should be the focus of west- 
ern investor interest in east- 
ern Europe’s bourses. It 
trades on a prospective 1997 
p/e of 11.5, in line with many 
of its neighbours. And with 
1,700 quoted issues and a 
market capitalisation of 
some glfibn, it is the largest 
of the region’s key 
exchanges. In the months 
after trading began in 1993 it 
was the region’s star per- 
former. Size, however, brings 
its own problems. 

As a product of vouchers- 
for-shares privatisation, the 
PSE suffers from the inher- 
ent weaknesses of that 
scheme, which failed to 
establish clear ownership of 
assets, or a proper market 
where they could be traded. 

This in turn has put the 
brakes on microeconomic 


restructuring, perhaps the 
biggest long-term problem 
that' the Czech economy now 
faces. 

Although the exchange's 
shortcomings have been 
obvious for a long time, 
progr es s on correcting thwq 
has been p ainfull y slow, 
partly because the exchange 
is owned by vested interests 
— the hawitre and other finan- 
cial institutions that are 
among the biggest owners of 
post-privatisation industry 
and tiie biggest customers of 
the PSE. 

A key element of Mr 
Klaus’s first austerity pack- 
age was measures to address 
the market's weaknesses. He 
pledged to meet a longstand- 
ing demand of investors for 
legislation to set up a securi- 


ties watchdog along the Uses 
of the US Securities & 
Exchange Commission to 
damp down on reporting 
irregularities and insider 

trading. 

The finance ministry said 
last week this legislation 
would soon go before the 
cabinet. Officials are also 
considering measures to 
force banks to separate 
investment fund and com- 
mercial lending arms, a 
move favoured by the CNB. 

In the shorter term, how- 
ever, the outlook for the 
market is gloomy, with con- 
tinued nervousness about 
whether the koruna is set to 
fall further. 

Political factors currently 
weigh heavily on investors' 
minds. Mr Klaus and his 
deeply divided government 
&ce a confidence vote in par- 
liament this week. 

There are also doubts 
about whether the fiscal side 
of the austerity measures, 
involving budget cuts and 
wage freezes, go far enou gh , 
and about whether the prime 
minister, or any possible 
successor, really has the will 
to see +bt*m through. 

The other key factor is the 
poor outlook for corporate 
oamitog g- Except for a hand- 
ful of top companies, most 
Czech firms are not very 
profitable, and almost none 
pays a dividend. 


So far this year the PSE 
has fallen 63 ore than 24 per 
cent, while the Budapest 
stock exchange has risen 
nearly 33 per cent, both in 
dollar terms. 

Mr Peter Mayer, vice-presi- 
dent of central and east 
European equity sales at 
Credit Suisse First Boston in 
London, says that despite 
the PSE’s size, even funds 
specialising in the region are 
significantly underweight in 
Czech shares. 

Excluding the top five or 
six companies, which 
include SPT Telecom, 
Komercni Banka and the 
flr m r gy utility CEZ - which 
have a substantial free float 
and where minority share- 
holder rights are protected 
by responsible managements 
- there is either no interest 
or nothing to buy because no 
shares are available. 

This makes the risks of 
investing in Czech equities 
high in relation to the poten- 
tial rewards, says Ms Anna 
Bossong, head of emerging. 
Europe equity research at 
ING Barings In London. 

With zero growth in pros- 
pect for 1997 and no more 
than 2 per cent for next year, 
“it is not a good background 
for companies to roar ahead 
in earnings terms’'. “1 tViinfc 
we’re going to have a sum- 
mer of discontent in the 
Czech Republic." 
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CENTRAL BANKS AND GOLD 


AMmnmtB T8 CEHTBAl BAMKEBS \ GOES H NUMB GOMP AMIES AMD GOLD EMVESTOBS: 

Over .the past year there has been much discussion about sales and “mobilization” of Western central 
bank gold reserves. Mobilization is the lending of reserves to enable producers to sell future production 
into the market today, effectively a short sale, and to provide actual short sellers with the bullion to 
deliver to the purchaser of their short sales. For the risk of lending out their gold these central banks 
typically receive about 1.5% interest per annum. . 

A large and growing deficit exists between the supply of gold from mines and demand, which in the 
absence of central bank sales and lending would result in a much higher gold price, perhaps over $500 
per ounce. In an attempt to earn a small return on a portion of their gold, central banks have, in feet, lost 
hundreds of billions of dollars in the reduced value of their gold holdings and have caused losses far in 
excess of feat amount to gold investors worldwide. 

Just as an example, which is probably not far from the actual figures, assume feat Western central banks 
last year sold 500 tonnes of gold, loaned 500 tonnes to facilitate producer forward sales and loaned 500 
tonnes through dealers to short sellers. Assuming that they earned 6% on the proceeds of the gold sold 
and 1.5% on fee gold loaned, fee central banks would have earned about $500 million on their gold sales 
and loans. 
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Dividend Announcement 


Dividend Payments on Shares and Profit Pajrtidpatmn Ceitifira^ , 
Redemption of Profit Participation Certificates from :108& 


, y Blip AjuumI G«i«r*l Mwttoj on June 
oi h. IW7 our ahareholdm 
usr Ihf dWrtbuwMe prnfll from Uie 18W 
Itnaiicial >ear of DM -50.885.657.— 1o 
pa) shareholder dividends of DM 1.10 
per share or UMJUtt par value. 

The dividend for holders on hwerduiiw 
will he payable as oNmw&lh. H97upon 
prramuuiun of the* Kvidrnd Coupon No. 2. 

Payment aunts iu Germany are .Hie 
following ItaanriaJ liwUUUions and their 
hranrh offices! 

ItanWawUsrtiidl Berlin AG or branches or 
Berliner Sank AG or 
Ijndcsbank Berlin - Girezemrale, 

Dculwhe Bank AC 
Hailm-wuntembergische Bank AG 

Bayrrtseb* Hvpoilwken- und 
Wrriurl-Bank AG 

Bayerischr Vewttwhant AQ 
BUF-BAMK AC 
r+mimerzbank AG 


DeJbrflck&Co. 

DG BANK Deutsche Genossensclwlto- 
bank 

Dresdoer Bank AG 

Norddeulsche *»™t»Mchank Giroumtrnle 

SaL Op pen be im Jr. Jb Cte. 
Koznmandiigesethictisn anT Akden 

Trlnkaus ft Burkhardi 
Kommandheeseilschan auf AkliM 

VcndiB- und Westbank Ablienpesefl- 

Mklfl 

M. M. Warburg Bank 
BIG Bank AG 
Merck. Finch & Co. 

i Redemption of Profil Partiripaiion Cer- 
llCcates from 1988 and Dividends for 
1998 

The Prom Participation Certiflcaie* Issued 
in 1988 weir limited until the end of 
financial 1998. Holders of these certifi- 


cates will receive payment of DM 5.00 
per DM 1HUX) nominal value upon pre- 
sentation or Coupon No. 11. In addition 
they will receive DM 2£1 In Interest lor 
the period from December 31st, 1996 to 
Jane 9th. 1997. 


5. Dividends on Profil Participation Certifi- 
cates issued in 1988 and 1989 vril/ be paid 
aslbtknvs: 1 

a) Bearers of Profit Participation Certifi- 
cates issued in 1988 will receive DM 
7.00 per DM 10 OM nominal value 
upon presentation of Coupon No. 9. 

b) Bearers of Profit Partiripaiion Certifi- 
cates issued in 1989 wilt receive OM 
&00 per DM 100.00 nominal value 
open presentation of Coupon No. 8- 


BerUo, Jane 1997 

The Board of Management 


But central banks and official agencies own 33,000 tonnes of gold, the price of which has declined 20% 
from its recent highs entirely due to central bank activity. This has resulted in a decline of approximately 
$80 billion in the value of their gold holdings. In addition, if one believes that without these sales and 
loans of gold, fee price of gold would be over $500/ounce due to fee imbalance of basic supply and 
demand, then die central banks have given up an additional $90 billion. In sum, they have earned $500 
million and lost $170 billion in the prodess. . 

Why do they do this? First of all, they probably record the income but not fee loss since many central 
banks do not record fluctuations in fee price of their gold. Nevertheless, fee decline in value is real no 
matter how they choose to keep their books. Second, some Western central banks dislike gold because it 
can provide a discipline and a store of value which is contrary to the prevailing concept that fee central 
bankers themselves know the correct monetary balance to achieve non-inflation ary growth. We live in an 
era where paper assets are unquestioned and confidence in central bankers is at a high point The third 
reason for this gold activity may well be fee desire of Western central banks to have gold tarnish ed as an 
alternative to government debt issues which are needed to finance deficits. Finally, central banks and 
producers are encouraged to sell by bullion dealers who provide a continuously negative view of gold in 
order to get this order flow. 

The treasuries of Weston countries are being hurt by fee odd' lot mentality of central bankers trying to 
maximize their returns combined wife fee financial gimmickry of not recording losses. In addition, they 
are ignoring fee widening gap between mine supply and demand, fee probable increase in investment 
demand as European and Japanese economies improve and fee potential for Asian central banks, wife 
$600 billion in reserves, to increase their gold holdings. Will fee European central banks be attaching 
less importance to gold just as fee Asian central banks begin more aggressive accumulation? 

Allowing gold to seek its natural level based on mine supply and demand, like any other commodity, 
would be a windfall to fee central banks, create a healthy gold mining industry and reward prudent 
investors who own gold and gold shares. 

Richard M. Pomboy 

• Pomboy Capital Carp. 

Greenwich, CT 
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CURRENCIES AND MONEY 
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62 

184281 

62 

175266 

62 

0X1 

22051 

0.1 

22661 

-0.1 

22733 

-02 

113.1 

- 

- 


- 

- 

- 

- 



(P am* 09994 *00005 994 - 994 
(RS) 10725 -00004 724 - 728 
<C3) 13842 +00085 839 - 844 

Mexico (NswPeso) 73945 +00515 920 - 970 


USA 


« 


09994 09994 

10728 1.0721 

13850 13772 13813 28 

73990 73840 8.103 -M3 


■ SUBOR FT London 


13757 25 13567 23 84.6 

830*5 -153 93995 -183 

- - - - 1027 


Atortia 
Hong Kong 


lira rachmge aa pt*a h M was an aho «aU* on the Murat at MQKMnMCT/eoa 


CROSS RATES AND DERIVATIVES 


(AS) 13166 +00021 161 - 170 

880) 7.7435 -430 -440 

CM 35J750 +0005 500-000 

(Stt) 24108 +03005 077 - MO 
M 115383 -031 330 - 400 

$43} 25113 -0305 108 - ITS 

PCS) 1.4534 -03032 328-539 
(Peso) 263900 +0318 656 - 150 

(SB) 27506 +03001 503-508 

@3 1/4291 +03006 286 - 298 

(R) 4*835 +03015 825 • 845 

(Won) 880300 - 000 - 000 

(T9 273950 +0306 700 - 200 
(98 3+3200 +037700-780 

T sat at* pv S far Jwi 4. Bkrtrffar sprawls in the QUk 
punted to Bra nrarfast Cut are fcn p g ii t by i 
H80.100- 


13171 -03 13161 03 927 

73459 -0.1 7.756 -33 

3215 -43 33355 21 


Saudi Arabia 
Shgpm 
South Africa 
Scuh Korea 


13175 13159 1317 -0.4 

7.7448 7.7425 7.7445 -03 

358000 3274Q0 35965 -33 

24163 3 4070 - - ... 

116320 115358 1*4X1 28 113305 28 108305 27 132.7 

25168 25105 23135 -1.1 25177 -13 25348 -03 

1/4556 1A520 1.4542 -07 1/4588 -03 1.4867 -03 

284150 283650 - - - ... 

27509 27502 27508 -0.1 27513 -0.1 275*2 +21 - Jon 8 

14340 14280 14275 14 1.4234 13 14018 13 

44850 44820 4323 -JOB 43005 -10.4 43888 -83 


we* ago 
US Dolar CDa 
week ago 
ECU linked Da 
waak ago 
son Linked Da 
waak ago 


52 

53 

5t- 

e: 


- 

- 

52 

52 

C 

6'* 




5.50 

S.E2 

5.73 

SJB 

- 

* 

' 

S5D 

563 

X77 

607 



* 

4* 

-U 

K 

*i 


* 


4u 

4fi 

4’fr 





XI 

3U 

32 

3:* 

” 



32 

3% 

31i 

3B 

- 




t i— u h Mil. BenSsy and NaMnW wnew y Otetafia iOr 

lid aUMMal tor fte dnMc UMMt R*m.USaCB* KU » 5W 

EURO CURRENCY INTEREST RATES 


snot 

tamt 


7 days 
nodefl 


Om 

month 


Thru* Su 
months months 


CVia 

war 


273250 26320C 273858 03 27387 03 273013 03 - 

288500 2X7000 240813 -21 24305 -21 24.775 -21 - 

• Spa ad* Maw arty Bra tar sat chared ptera*. Foment raa at not dkaoty 
a. UK testond 4 ECU are quorad in US currency. ±P Morgan nonSrW MSch Jm *: 


Belgian Franc 
Danish Krone 
Oarraan Mart 
Dutch QuMar 
Ranch Franc 


3% - 3i SA - 3% a>+ ft JP ■ i|i$ ' 


Am “ JH “I* w ~~:Z 

3J5 - 3% - 31* 3% • 3« 


Thai 


1 n Ha cabla anaako j 


EXCHANGE CROSS RATES 

Jot B BFr DKr FH 

DM 

E 

L 

H 

NKr 

Be 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

Belgium 

[BFr) 

100 

1626 

1626 

4246 

1287 

4776 

5453 

2010 

400.1 

410.1 

2125 

4268 

1.723 

X882 

2204 

3232 

2468 

Denmark 

(OKI] 

54.17 

10 

flUHA 

2627 

1222 

2588 

2254 

1089 

2652 

W9 + 

1124 

2204 

0933 

X103 

1219 

175X 

1X48 

Fimce 

(FFr) 

61.11 

1128 

10 

2963 

1.153 

2919 

3233 

1228 

299.5 

WHS 

1X35 

2486 

1253 

2372 

1.714 

197.7 

1221 

Germany 

(DM) 

2023 

3207 

3275 

1 

0289 

98X2 

1.125 

4.146 

101.1 

6428 

4206 

0239 

0255 

0201 

0578 

68.73 

0513 

Wand 

09 

SXBS 

0.780 

0970 

2269 

1 

2531 

2889 

1025 

259-7 

2172 

1127 

2155 

0213 

2257 

1488 

1714 

1X18 

Italy 

(9 

2294 

0286 

0243 

0.102 

0240 

100 

0.114 

0421 

1026 

0587 

0457 

• 0285 

0236 

0281 

0259 

8.773 

0252 

Netherlands 

P) 

1824 

3286 

3200 

0289 

0246 

87S2 

1 

3.688 

8827 

7520 

4208 

0748 

0316 

0712 

0214 

5922 

0456 

Norway 

(NKr) 

4073 

9.184 

&141 

2412 

0299 

2376 

2713 

10 

243 2 

2042 

1087 

2224 

0257 

1231 

1X95 

1612 

1X38 

Portugal 

<BQ 

2040 

3.766 

3239 

0989 

0285 

974.6 

1.113 

4.101 

100 

8328 

4458 

0830 

0352 

0.7S2 

0272 

6621 

0508 

Spain 

(Pte) 

2428 

4501 

3990 

1.182 

0460 

1165 

1230 

4201 

1192 

100 

5227 

0292 

0.420 

0946 

0604 

7828 

0207 

Sweden 

fSKr> 

45.77 

XA50 

7.490 

X219 

0864 

2188 

2496 

9201. 

2242 

1B7.7 

10 

1262 

0.789 

1JT7 

1284 

1401 

1.139 

Switzerland 

(SFr) 

2456 

4537 

4222 

1.192 

0,464 

1174 

1241 

4241 

1205 

1008 

5270 

1 

0424 

0954 

0689 

7922 

0612 

UK 

(9 

5624 

10.71 

0.496 

2214 

1295 

2772 

XI 65 

1127 

2844 

2382 

1228 

2261 

1 

99KH 

1223 

1872 

1444 

Canada 

(CS) 

25.76 

4.755 

4215 

1X4S 

0488 

1230 

1405 

5.1 7B 

1262 

105.7 

5.628 

1.048 

0444 

1 

0.722 

8X34 

0841 

USA 

IS) 

35.66 

6263 

5235 

1.729 

0273 

1703 

1245 

7.1 68 

1742 

1462 

7.790 

1451 

0.614 

1X84 

1 

1154 

0887 

Japan 

w 

3091 

5.706 

5256 

1.499 

0233 

1476 

1286 

0213 

1512 

1262 

6.753 

1257 

0533 

1-ZOQ 

0257 

100 

0759 

Ecu 


40.10 

7/418 

6.576 

1248 

0759 

1020 

2192 

8278 

107.0 

1642 

8.780 

1235 

0692 

1260 

1.127 

1300 

1 


HM Ktcnar. Francfi Raoc, Nereagl an Kranar, and SnaMi Kronor per 10- Oatfwi Franc. Yan. Escudo. Lfea and Psaraa par 100. 
■ D-MARK WTUBB8 (»4M) DM 125300 par DM 



Open 

Settptica 

Change 

Wgh 

Lew 

ESLrtfi 

Open tot 

Jui 

02788 

02795 

+00008 

05812 

05740 

11.104 

72278 

Sep 

05816 

02B33 

+00008 

02851 

05770 

0,664 

25X82 

Dec 

05831 

05873 

+00008 

05870 

05630 

40 

439 

a MRSO mMC TOTOKE& 0MM) SFr 125X00 per SFr 



Jun 

02823 

06890 

-00024 

06830 

02840 

11214 

35X88 

sop 

08998 

08874 

-00025 

07005 

06900 

4.112 

9462 

Doc 

07015 

07051 

-00028 

07070 

07000 

24 

581 

■ JHMNBi YBI FUnim QMM) Yon 122m per Yen 100 



Open 

Sett price 

Charge 

High 

Low 

EbLvoI 

Open tot 

Jui 

02655 

08733 

+0X072 

08745 

02633 

11,145 

72,135 

Sep 

08788 

08849 

+0.0073 

08860 

08745 

2211 

10855 

Doe 

02870 

02B66 

+0X073 

02370 

02870 

37 

667 

■ SnRLiNQ FUTURES (IMM) £82200 par E 




Jun 

12342 

1.6318 

-00012 

1.6348 

12196 

4,103 

35265 

Sep 

1.6252 

1.6286 

-00012 

1.6300 

1.6180 

648 

5X55 

Doc 

1.6180 

1.6254 

-00012 

12260 

12150 

1 

114 


■ PMLADSLPtHA SC tf% OPTIONS E 3 T .250 (cents pa* pound) 


Sera 

Price 

Jim 

- CALLS - 
Jul 

Aug 

Jun 

- PUTS - 
Jui 

Aug 

1220 

1X2 

2X7 

224 

013 

1X3 

1.77 

1X80 

OPS 

121 

2.16 

022 

148 

2X5 

1X40 

030 

1.07 

1.72 

1X3 

2X5 

2.78 


Preoina dayla ad, CaM 720 Pure 016 . Raw. ifc/a opw> kit. CMa 343*1 Put» 3748 S 


DM62300 (5 per DM) 


Strike 

nice 

Jun 

- CALLS - 
Jul 

Aug 

Jun 

— pure - 
Jul 

Aug 

0575 

080 

0X7 

120 

012 

041 

0.63 

0580 

017 

087 

1.04 

021 

082 

085 

0586 

nnw 

045 

0X0 

064 

0X0 

1X8 


PnMaua d aft «oL. Cara 155 Pus 423 . fte*. Daft open M, CtSs 22JS2Puts 29318 


OTHER STATISTICS 


STOCK INDICES 


Jm 6 Jdn 5 Jon 4 Jiai3 Jtn2 


-1987 - 
HOD Low 


H* Low 


FTSE 1 QB 48453 45783 « 57.1 45573 45823 48813 40665 48888 9883 

FIBS 250 44732 44653 41673 4462 D 44813 47284 44820 47294 13784 

FTSE 250 « IT 44783 44733 44742 44883 44813 47733 44893 <7733 13783 

FT 5 EX 0 22473 22203 22133 22127 22188 2272.1 28173 22721 6645 

FTBESaoKM 228038 227734 2 Z 77 J 5 2281 31 2291 36 S 7420 21 7829 237430 138 X 79 
FT 5 E 3 nK*«ir 228541 225230 228 X 90 2267 J 32 Z 7 B 52 238238 2190002)8238 138339 
FTSE Mn 220841 218138 217447 2174.41 21 7868 223888 198078223098 8132 


Jw 8 Jon 5 JUi 4 Juc 3 JW 2 


-1987 - 
Mgft lar 


ffigtt Low 


FTSEFMiM 128131 12SU6 12J8.48 127533 1W3B 134832 122848 134852 31.14 

FTSE Bnkatfc 100 237835 23B837 235739 2344.14 232239 217835 189330 237BJ5 90045 

FTSE Ma* 200 240138 238432 237237 2368SB 235930 240138 1047.11 240158 93832 

FT 30 29833 29623 29483 29453 Z942J 39185 27623 MI88 484 

FT fin! S4ESHK 9631 9836 9648 9873 9810 8731 9331 0740 49.18 

FT Rwt knratt 12030 12034 12042 12037 120.12 12136 11335 13X37 5033 

FISE60HMM 154887 1SZ730 150030 158830 154335190748 146880 ZML73 922.16 


RK 3 HTS OFFERS 

bstia Amount Latatf 


price paid 

P up 

Reran. 

dais 

1987 

High Low 

Stock 

Closing 
pricep +cr- 

205 NT 

10 Ml 

pin preTOun 

2m 

1WB 

18pm 16pm 
i%pm 1pm 

PRrancps 
Tadpole Tech 

16*jpm 

1pm 

TRADITIONAL OPTIONS 



First DoaOnga 
Lost Deafngs 


Jwo2 Expiry 
-ton* 13 Sofflement 

August 28 
Sept 4 


LONDON RECENT ISSUES: EQUITIES 

issue And MM. CMu 

priea paid cap 1907 price 

p n> (EmJ Hgh Low 


Mat 

dv. 


Dhr. Gre PTE 
cov. ytd nat 


+2 L183 
-15 B83 

■h 


* F P. 3318 855 532*2 «tace A Laic 804*2 

§ FJ>. 92.7 1200 810 Aetna Vfc BIO 

FJ>. 3317 30612 25612 CaUelWMeaa 2B3 

FJ>. - 102 97*2 CnadonB 99>2 

100 FJ«. 263 100 lOODowrMflHVCT 100 

§40 FJ>. X41 42% aOI&tfn 35 

* F P. 1338 312% 270*2 (telaher • 281 +6% 1ft2S 


Gate Dane Pel. Emerald Energy, En-Uoda, Gam Avar, 
PecfBc, Stewalay. Cats and Puts Aada. 


BANK RETURN 


BANKING DEPARTMBTr 

Wednesday 
June 4. 1997 

Increase or 
docraw* for week 

UabfiHM 

£ 

£ 

Capital 

14.553,000 


PutaAc deposits 

1X54X42X52 

+656X89286 

Banksm deposta 

2488X34.786 

+386404X44 

Reserve and other accounts 

3.186X78,149 

-132.181.883 

Aauta 

6X43208,787 

+810X33447 

Government sacuftfes 

1278211205 

-33X21435 

Advance and other accounts 

4,728250215 

+1,185236X68 

Promise, etfurpnwnt aid other sees 

831,756204 

-242,736242 

Notes 

6X88,108 

+2,163X88 

Coin 

| 100,557 

♦868 

ISSUE DSWITVENT 

6.943X06.787 

+610X32447 

- 

UebMee 

Notes in efreuiatton 

21263.111X94 

-212,163X88 

Notes in Banktog Department 

■ 8X88,106 

+2,163,068 

Assets 

21270X00X00 

-210.000X00 

Other Government ncurittea 

13X60X82X39 

-646207.980 

Other Sacurttfas 

7.709.717281 

+436207X80 


• 

FP. 

16461 

776 

714 

Hatta 

735% 

+6 

•HB4 

§140 

FP. 

112 

147% 

98% 

Heart of Mkttn 

111% 

+2 

- 

§ 

FP. 

6X6 

164% 

155% 

■firs 

156% 

-1 

- 

100 

FP. 

175 

125 

10Z% 

TWsgratod Ae Mg 

125 


- 

§110 

FP. 

5.17 

130% 

122% 

TLadyinLrarare 

124% 


b- 

§ 

FP. 

169 

119% 

112% 

Longbridge M 

117% 


- 

50 

§10 

FP. 

FP. 

192 

5.14 

s 

11% 

tNMT 

iNowmartTsch 

43% 

12% 



100 

FP. 

100 

100 

100 

PanineAM VCT 

IDO 


- 


FP. 

19.7 

70% 

38% 

fPstra Diamonds 

67% 

+2 

- 


FP. 

0X8 

S2*z 

18% 

+Do Wenarts 

52% 

+8 

- 

143 

FP. 

212 

155*2 

ISO 

Qafcraam 

150 


Q23H 

fioo 

§100 

FP. 

FP. 

MS 

102 

120 

108% 

112% 

102% 

■teS Group 
jSoccar fcrrastmrt 

130 

102% 

+8% 

-2 

\2A 

§100 

FP. 

223 

111% 

107 

ToppiTta 

111% 


era 

§3 

FP. 

5X4 

4 

3% 

Vars^e Group 

3% 


- 


23 

13 


14 

Z1 


34143 
14 443 


83 107 
23 223 


- - -184 


23 


t AfeamatlM Invaatmant Mwtcat 5 Racing prtee. * MreducSen. Par a tul 
Other nyrnmaa pl na na ra+ar W Tha London 8nra Service noHa. 


13 - 

23 21.1 


-117 

at of 


FTSE GOLD MINES INDEX 


« dig % o4 

aka WtCig GflM Bora * 
31/12195 Sbe Matt )Md K 


HE 62 an* 

rslo 0%h Low 


GoMMaMtadax pi) 154237 -184 4238 19059 2.19 


AWca (14) 
AiiMMM ff) 
NorBi America (11) 


173110 -183 
174035 -213 
1471.70 -128 


1031 

438 

2737 


24.11 

1030 

65.19 


5.12 

330 

038 


- 218731 145830 

2730 297830 188730 
1247 258 X 35 172201 

6032 1922 ® 133534 


21370.DCO.OOO -210300300 


°W. FTSE haw na a u i ^ UnRad 1997. Al rfgMs raaanad Hgm* h bradnta rta 
nuifcar at conpartaa. BMe US Oetaa. Base Vafejax 100000 3VI2«t t ParM. 


UK GILTS PRICES 


WVH MH 
Note* PdceE */- tat 


l *d «r 

« 5na 


trk% am 
Naira Mat +/- cm 


m 


Let car 

xd raa 


Bratr* liras M rants Yen) 

toetoiicmtu iooa 


1X88 MAX 

TtonWgK 1397ft 

TOOJ 

-.1 

isso ran 

braispciw 

no* 

-2 

830 kfitxasa 

ErakSEpelSSB 

unn 

-A 

0550 JrtOJBlS 

Sara ntpe 1898ft 

loon 



1150 SB30W30 

Trass i5*spe Wft 

lieu 

-.1 

sssikaaseso 

EsdinpeiSSB 

107A 

-.T 

*509 UflOmaD 

DneStuR 1999ft 

104* 

— . 

Jtisjtis 

TiOT«Btefc1S9ftft_ 

ioo,la 



sxnoifejgsxra 

Eetl IlLft 1889 

108B 



SJBO SB28N2S 

Trass I0*ipe IBM 

low 



12B ttriBHyia 

ThratW 1980ft. 

m 

0.1 

4350 ftiOArtO 

CenienienlOLpe19B9. 

107% 



i.rea Hj22*c2 

Cora 0pe 2009ft 

105* 

0.1 

139 SE3M3 

Tram at 2000 

nsa 

0.1 

im Je14Jyi4 

Treat 74pef0BB-f 

108% 

-.1 

970 Nr22llyS 

TrtMtotSDRft 

lO&d 

(12 

am Je7Ds7 

Treat FRg Heir 2001 

1004 



wnjawsfoj, 

liras wp; 2001 

10% 

02 

mm AflBFeae 

TtaasTpe 3001ft 

1*4 

U 1£7» lliSIM 


Trara7%c2DMH: KBM 13 11.700 jaw 


Prats Him Taras 

Tma7pc20Q2tt 

TjSh ELVoc 2002 

IhasapcTDOStt 

trara lots 3003 

nmil^pe 2001-4 
F«M83*zS6 1099-*_ 
6nwntai 9*a* 200»_ 
TrajSttfC 2004ft 

Cora 9 la 1*3005— 
Tnrai2%ae20B5-5__ 


IflOVd 

U1% 

104** 

mi 

1T4J5 

a® 

113% 

m 

114fl 

127% 


4300 De7Jn7 
8527 waken 
8J600 JrlODolO 
2303 WM 
1320 Snl9 1*19 
543 314414 


M2WI «« 

17412BB 1in & 

fl.1 IZ73 TwaflluraaKW — 121A 

1X31788 1m8i2pe2a07ft 110& 

193T305 Trera 7 Wpe 2007ft _10l&d 

T » ,l * eOT # "« 

“22 TteJfrZOOS 106U 

1731254 h»*81«**»1B»— 9ZJI 

8512B8 Caw 9pcLn 2011 ft 118% 

3813835 
133 12S 
2821244 
XI 1299 


74 


295 - 

1821348 
3852010 
2721281 
1051290 ciSVpc 


4500 lusra 

2J05O *»S QCS 
X150 JyZ2Jfi2 
7587 Jne/pe 
5500 Je7D»7 
8521 ApISOcIS 
3450 U25S«25 
A750 ms HUS 
5573 jyiZJalZ 


29J31HS 
2752300 
S3 1334 
1X1 1293 
7.11339 
295 - 

341343 
K313M 
1854632 
X1 12* 


m 

Notes Pries S *t- 

tart torat 

£m ito 

Lot era 
m iv 

tetter HXrat W 

4 J lPC'S5ft — (135X 

iHfc 


BOO fo270t27 

1741753 

6%K1I1. — - — (78 3( 

iaey 

02 

2,160 M»Ss24 

U3 1J16 

2*apcU3 (75® 

lani 

03 

2X»Hr20NrS 

151JT7 


11800 

13 

1.150 *71 0E21 

104 1255 

ZDCH6 f&$ 

1922 

04 

2250 JH9JH9 

11 1314 

2*a*1B (78® 

1720 

05 

24* manat 

951318 

2%geH (74® 

17®' 

05 

239 M3AS3 

1321519 

2*JSCh3 (B8® 

147i 

08 

3400 FsIBAriB 

621320 

2%®C'16 01® 

157% 

07 

3400 JCSJrto 

K.113Z1 

2*3= 70 (B3JQ 

lay 

07 

3J50 AnBOclG 

741322 

2%pc»ft— X7.7} 

12415 

u 

1400 X17JJT17 

111323 

*%SC lift — (135.1( 

122% 

03 

13* Ja6j»22 

131 1134 


Trara foe 2012ft 

noil 

1 3 

5360 MM 

25i inn 

9W5%pc20OB-12ft_ 

SGfi 

15 

1X10 MrtOSelQ 

2721330 

TrmSk 2013ft 

ioei 

14 

51* *775427 

1532229 

TWs 71^201 2-1Sft_ 

1043- 

12 

*0 Jf2BJJ28 

1511332 

Trass Bpc 2015ft 

ioua 

15 

13287 MW 

2554992 

TnM6%ec2017ltL— _ 

117 

IS 

tJSSD FsZM5 

U21BR 

Tits toe 2031ft 

11QM 

12 

114* JeTDe7 

295 - 


« fpns in p rart w ra i dm RPl base !* ratadng. (to B 
Ptor_JP >»*» and have man Mfuatad to raflea 


Ttora 8 >2PC 2005ft I09%d 00 18373 Js7De7 

= .L 


X1 1274 a»iMi tj++ 

87 X412 WZOOS 1841246 . 

88 6£»ll|2BfK6 153 3541 °™ 9 ^ eW " a 

05 4^42 0:18*16 841247 

85 X3»Hf21Ml 1251295 Conato2%ac 

2854948 1tm2i»c 


536 

51 

3* 

All F#T 

«S 

27 

15* 

Jel Del 

esa 

29 

115 

Apt Ocl 

39A 

02 

SB 

MOCS 

34B 

28 

278 

SWpJlOe 

34A 

16 

47S 

Art Ocl 


Othw Fbwd Interest 

AMn Dw 101/pc 2009— 
fften nijjr 2012 

«-S3C£= 

184 13® ux^K-ggjut 
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City of Uppsala 

US$110,000,000 
Floating rate notes 1998 

The notes will bearinterestat 
6.15234% per annum fnm 
9June 1997 to 8 December 
1997. Interest payable on 8 
December 097 will amount to 
IBS3I1.03 per USSI0.000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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& Margined Forex 

Contacc James Allan 
Tel: 0171 337 3 »> 

Fax: 0171 137 3997 
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T £30,000 could control £1 millioo 

l-rlimco +44 (0) 171 892 3335 
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CUflBENCY MANAGEMENT CORPORATION PLC 
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Argus Globa' Markets 

Cotrptihcnsiv o weekly coverage- c! ?.•; t*r.-ccs ana 

Petroleum Argus 
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UlKAW 


Coll 0181*730 1660 for free details ot both offers 


i I* you V/Oiild like to tidvcftist, or require any 
| further inhannatVon. pio.iso contact: 

Jeremy Nelson 

Tel: 0171 - 873.3447 Fax; 0171 -S 73 2002 
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“Hurriyet is the first and only Turkish national newspaper to receive 


the ISO 9001 certificate. 


» 



Apart from our devoted readers in five continents and our sales exceeding any other Turkish newspaper, 
there is now a third indicator of our dedication to quality: The ISO 9001 certificate. 

And ail we had to do for it was what we have been doing for the past 49 years. 





If you have any intention of investing in Turkey, make sure you invest on quality. 
Make sure you choose the opinion leading and best selling turkish newspaper: Hurriyet. 



The Leading Turkish Daily Newspaper 


visit our web site at www.hurriyet.com.tr 
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FT MANAGED FUNDS SERVICE 


FINANCIAL TIMES MONDAY JUNli 0 1 


Offshore Funds 
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FT MANAGED FUNDS SERVICE 


FINANCIAL TIMES MONDAY JUNH9 1997 


Offshore in« trances and Other Funds 
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FINANCIAL TIMES 


MONDAY JUNE 9 1997 
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FINANCIAL TIMES MONDAY JUNE 9 1997 


NEW YORK STOCK EXCHANGE PRICES 


Or * E Ofe Up Um M Ckra 


- A- 

32»%MH 0A W » 1796 31% 31% 31% 

43 33%«8> 1JM Z5 321B93 ft 40% ft +% 

WHaftflA 6 508^2 98 1® +2% 

37% 31% ASA 120 3-7 Z1 390 32%- 32% 3Z% *h 

G7%ft«*L LOB 17 a E9B3 04% 12% 64+1% 

18% 14% ABU Ar 040 23 9 GEZ 18 17% 1 7% -% 

20 T7% ABU bd 0« 2J> A 175 ft 10% 19% -% 

a ftMOT® id si et>z a>< nh +% 

86% aft's ace La ass u 10 763 bs% 8*% SB% -% 

10% 10 ACM OK 111 090 87 11 363 10% 10% 10% +% 

7% 7ACB&OWX 083 04 Z7B 7% 7% 7% +% 

9% 9% ACM Wo* 090 U 225 9% 9% B% +% 

10% 6%AcnsBed 28 7% 7 7 

20 lSAcnMBi 79 17 1G% 16% ♦% 

18 UACUMm 33 505018% 17% 18% +% 

39% 27% Acailax a® JLO W 147039% 39V 39% +% 

29% 21% Acuoon 2910 22% 22% 22*2 +% 

22% 19% Ant Exp- 056 25 1 188022% 22 22% *% 

ftftttM e 2943 38 36% ft +1% 

17% 10%4dna&p 053 02 12 120 18% 16% 18% +% 

14% 11% Make 17 238 013 IS +% 

75%81%Aegmt 1/45 19 21 285 75% 74% 75% ♦% 

5% 3% WOr 80 4% 3% 4 

44% 33Am«x 080 15 13 «7 44% 43% 44% +% 

74 48460010 a 73% 73% 73% -% 

104% 73AOT 050 08 58 «S» 0166103% 105% +2% 
51% 37%JBke* 048 69 18 3191 50% 50 50% -% 

32% 19%4GCQ 004 0.1 13 20 32 32 32 

21% 18% ARB*, 158 55 131158 19% 19% 19% +% 

*5% 32 Hinton 058 25 31 7388 *4% €2% 44% +1% 

80 86%/WK 150 15 21 1111 78% 77% 78% +1% 

38% 22% AMatFft 030 08 19 1947 37% 37% 37% 

24% 13%j»bu* 54 1204 19% 18% 18% -% 

17% lOAkfcase 243215 8 113 11% 11% 11% 

29% 22#Ttt 7II09P 27% 26% 27% +1% 

27%20%AOTAIr 9 611 25% 25% 25% 


24% I4%«wato 028 15 14 518 18% 18% 18% 

30% 23AMQS 020 07 19 1316 27% 27% 27% 4% 

25% 20MCUA 020 09 17 471 23% 23% 23% -% 

37% 30% «» 054 17 18 3610 36% 38 30%*% 

38% 30% AKnNx 050 17 158277 35% 35% 35% -% 

70% 41% MBfima 068 15 11 875 aft 88% 89% -% 

31%25%4H0> 1.72 05 13 1777 26% 2S% 28% +% 

29% 21A«r 064 25 22383 28 25% 26+% 

38%19%MH9da 040 1.4 22 1825 02B% 28 28% -% 

25% 16 MW Can 28 3B4 22% 21% 22% +% 

38% 25%49avur 052 1J 29127 32% 31% 32% +% 

30% Z4«MC*p 240 9.1 11 887 2B% 28 26% *% 

15% 12%®x»S 397015% 15% 15% +% 

47% 36%Akkk* 1.45 3.1 12 23 46 45% 46 +% 

77% 60% MSgc UM U 21 4SB0a78% 76% 78% *2% 

32% 30418ft 018 05 13 137032% 32 32% 

10% lOMntrz 054 80 85 10% 10% 10% +% 

73%ft«tox 098 IA 138283 71% 80% 71+1% 

30% 29% MU x 1.10 34 191675 32% 31% 32% +% 

10% 4%MOT 35 2858 8% 8% 8% +% 

1811%M|UnMA 018 15 M 17% 17% 17% 

40% 3Z%Mlhsx 101163 38 37% 37% -% 

78%B2%An 150 15 25 5072 74% 73 74%*% 

31%24%JMCpA 281870 30% 29% 30 +% 

8% BAntatox 042 64 668 6% dS 6% +% 

20% 18% An) Mock 20 233 18% 19% 19% -% 

7% 5% ABBxSd 987 6% 6% 6% +% 

77 B2tatac 058 09 9 312 077% 78% 77% *% 

26% 21 % Meat Wx 03 23 15 48 24% 24% 24% -% 

62 47%/MM 050 1.1 8 6509 56 54% 54% +% 

25%22%tataMi 082 15 16 9 2«% 24% 24% -% 

43% 38% JUrfFwx 240 55 134083 40% 40% 40% *% 

71% 53% te&pr 050 15 178126 072 69 71% *2% 

44% 36%An6ert 1.40 35 15 9287 44% 44% 44% *% 

5% SAnGOWkx 038 75 148 5% 5% 5% 

2B2Z%ta«kPr 110 04 15 114 25% S 25% 

29% 23%AnKcd4|B 050 25 14 42 29 28%28%*% 

77% 57Alftna 154 27 24 6353077% 74% 76% *1% 
1% UAnttMk ZO V V % 

138% 106% MaH x 040 03 2183540140% 138% 139% *2% 
8% 5% An (Junta* 044 75 75 8 5% 5% 

14% OAnfMEi 050 17 4 287 13% 13% 13% +% 

48% 29% taSta 084 14282905 47 46 47 +V 

22% 18% Aa War 5% 125 85 zO 19% 19% 19% 

34% 19% AnWHr 078 35 16 276 21% 21% 21% 

38% ftAWrftl 150 25 9 808 39% 39% 39% +% 

51 37%MSM% 19 2057 48% 4B «% -% 

88 55%Anfeh 226 34 184406 67% 64% 88% +2% 
57% 48%AnmoM T2B 22 14 19 57 96% 57 +% 

24% 19% Aa** 024 15 14 333 23% 23% 23% *% 

81% 79% AulCOi 280 3.1 lB7462l51% 89% 88% -1 

13% \1%ta0KtfS 034 25 3 73 013% 13% 11% -% 
28% 21% Annum 19 27 28% 28% 9% 

39%3lttAOTl 1.12 25 171389039% 38 39% 

73 5DVAMW®* 030 05 33 1908 64% 63% 64 

29% 21MDB 24 80EE 25% 24% 24% -% 

21 15% Angela 058 55 23 49 18 «7% 18 -% 

45l 2 AAOTX 056 25 I812I4B 41% 41 41% -% 

17% IZAtt* 23 5871118% 17% 18 *% 

49% 40%taQ> 154 II 38 1330049% 48% 49 *% 

38% 30% Apart* Grp 028 05 195190 35% 34% 34% +% 

9% 9%A|MltalF 054 85 893 ©% 9% 9% *% 

W% 22% AppB Uag 17 9730 24% 23% 24% -% 

45% 38%A«4P«A 012 03 17 B9n«% 45% 48% +% 

23 17ACM 020 15 2810074 20% 20% 20% +% 

50% ftAcoOf , 250 65 15 100 46% 48% 46% 

4% 3% Am 351719 4 3% 3% 

24 21 Abb 21? * 110 02 13 22% 22% 22% ♦% 

72% BI%AmriW 1.76 25 16 OS 88% 68 68% -% 

58% 51%An»SX 14 344 56% 58% 58% +% 

6% 3% Alta Bp 80 144 4% 4% 4% +% 

28% 21 AnhWx 078 25 11 702 27 26% 27 

32% 24% Jems 060 25 91981 31% 30% 31 -% 

032 23 MIDI 3% 18% 13% 


1.10 23 20 1380 47% 47% 47% 
27% 26% 


13% 1I%AMBDR 
48% 39% AMMx 

28% 33% AflUCotf * 04G 15 19 2T9 28% 

13% 11% ABaPxcFx 009 07 445 12% 11% 12 

4% 3% ted km 038105 6 146 3% 3% 3% 

32%33%MWpA 040 05 194377 50% 48% 49% 

«3fl30%fl*T 152 3J 1133843 35% 35% 35% 

353% 300 AO Art 2 X 250 08 z035D% S5D%390»2 

9 8% AWBSac B zO b9 9 9 

17% lOABtaEft 154 R4 13 113 16% 18% 18% 

1S%W»%WUI* 5JD 35 13 4187 148% 147 147 
H Ate: 178 3 A 

26% 22%AB»Epf * 150 45 19 118 24 23% 

9% 8% Antal Fd 013 M 32 8% 9% 

048 05 3 3051 49% 48% 49 

20 4210 33% 22% 23% 

025205 78 1% 1% 1% 

20 71 26% 26% 26% 


48% 39% AAMt 
27% 14%AAiBv 
2 %AWB 
27% 15%Ampn 
18 5%A«U* 
64% 5^4 AM 
63% 50%AlrtV 
11% 9% AldnCnp 
14% 6%A2ta 


*% 
+% 
+% 
+% 
+% 

080 1.0 14 313 83% 81% SZ% +1 
158 19 27 419Gl£B% 63% 68% *3% 
050 AA 45 11% 11% 11% +% 
14 181 7 6% 7 


401309 15% 15% ^ 


41% 35BB8TCP 158 
28% 22 BCE 
7% 6%Mneox 050 
19% 18% taker FM* 037 
41%3Z%B*V»a 046 

28% 24% BfdorBex 04B 
29% 23%BMBp> 060 
21% 17% EMJH 009 
29 24% 88KEX 150 
48% 39% BbcB* IS 
73% 53% BWs* V 157 
17% 12%BCH 030 
18% 13BCPA0R 034 
51% 45 Bang 150 
)2»95%Bs*Anx 2.44 

43% 32% BalflT 096 
18% 13% BIN Affix 008 
50% 47% BMkhxA 125 

es aoVBMMB 600 
79% 81% BUM 204 
87 TOBUmOSOi 056 
47%€%8ttns»A* 354 
96% 74a*JM 400 
84 63% Betjy* 212 
33% 26% Bad |CF) 050 
29% 100) Sana Bp x 060 
S3% SBatki 101 
28% 21% Ackfidx 014 
11% 8%aaitfK3 
7% 5% SEW (US 
41% 32%Budix 154 
39% Baiter 1.13 


-B- 

U 15 20o41% 41% 41% *% 

301129 28 Z7% 2B +% 

25 9 841 u7% 7% 7% *% 
25 15Bu16% 18% 10% *% 

15 2612184 40% 38% 38% Ja 
15 21 19808% 28% 29% *% 
25 820030% 29% 29% 

05 30 137 T9% 19% 19% -% 

02 12115B7 25% 25 25% •% 

15 1316489 44% 43% 44 

25 24 135075% 74% 75% *1% 
15 52 Z3 16% 18% 16% 

15 15 15h1S% 18% 18% 

25 14 148 48% 48% 48% *% 

20 161S9B5ul2l% 120% 123% *2% 

22 1713336 (44% 43% 44 *% 

03 395 18 17% 18 

65 29 49% 49*2 49% 

63 38 05 94% 95 

27172723 75% 73% 75+1% 

OB JO 84% W% 84% 

65 8 48% 48% 46% -% 

40 12 4963 88% 87% 87% -% 
28 14 44 76% 78 7B% +% 

21 202857 33% 32 33% +1 

23 14 ZIO ZB% 28% 29% -% 

20 IB 7222 £3% K% 53% +% 

06 4310578 24% 24% 24% •% 
14 322nl2% 11% 11% 

05 3520 8% 8% 6% 

24 38 2518n43% 41 43% *2% 

21 BI 4268053% 51 53% *2 
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FINANCIAL TIMES 


26% 15% B^nata 
2&%25%B«StGB 
29%(5%BH 
20% 19% M7MS36 
8% 7% BO 
9% 9 

34 ZSBeaS 
38%27%8S3rtnBJ 
47% 37 BBSmta* 
51% 42% BMP0A 
21% 16%8dftfrap 
73 56% MAS 

34 15% M In 
47%38%asB0l 
39% 33% BdBA* 
43% 33% Ban 

67 63% Bat* 

75% 5B%8nfx 
28% 22% Button A* 
% ftBaipatB 
30% 22Bm\fir 
4460933000 B«UM 
1481 1088 HM 
16% 13% Baryta* 
14% 7%BeE»8uj 
27% 75% SeC a 2.x 
53%49%8aPtanPlx 
18% 7%BMKt 
57 54% BtOxn 

18% 12% Bm&n 
49 2S%9GA0Rx 
22l7%8tafc»* 

22 I4%8taav»8 
37% 29% DOM 
29% 28% BtafcHR. 
8% 6%BdxtkMi 
B% 8%BeMHK 
9% 6%adm*Tgl 

33% 28 3oW i 

43% 37%BkM4 
10% ObaCWS 
3% 2%Btavem 

35 248KU 
114% WBotagt 
38% 28% BDbaC 

5% 3%Bom»ca 
12% B%emaM 
28% 22% Bonn CM 
71% 418KSU 
50% 36% Bom* 
28%Zt%8 
27% 23%8(£Prapx 
27% 17 BnedTl 
52% 42%Wpa* 

16% iO%Bk*aW 
75% 53% BV)>Sa 
125%94%6rNrx 
73ii 64%BPx 
18% 158PPR*f» 
27%21%BSM 
75% 86% BI 
30% 26% BUM 
18% 14%8nM6px 
15% 12BmSi 
52% 42%BnfnA* 
52% 42%ft«Fi«* 
34% 25% BFbt 


dl» a cte* m 

6* % t Ufe AM tax on CM 

Q04S 22% 21% 22% +% 
1S4 U 14 44 27% 27% 27% +% 
530 29 25% 21% 
ySB 73 1ft 13% 13% 19% *% 

0.72 87 955 M% 8 8%+% 

081 85 161 1S% 9% 9% +% 

080 UJ 7 1655 32% 32% 32% *% 

064 1J 17 598 35% 35% 3$% 

oat 11 most 46% *5% 4B +% 

053 1.1 20 6492 49 49 48% •% 

1.08 09 19 45 18% 18% 18% 

298 4J7 177738073% 70% 73% +2% 

ID SB 19 18% 19 +% 

1.44 12 178738 45% 44% 45% +1% 

044 1.1 17 299 39% 39 38% +% 


7% 6% BRT 
31% 23% Bran*x 
22% l6%BmfiM 
32% 25% BuMpC* 
44% 40%B80BtePl 
19% 12% Baidal 
8S%TO%te»* 
5*% 40%&iRs 
15% IlVBantamR 
30% 24% 


030 29 21 68B 40% 30% 40% 

430 06 8) 64% 04% 84% 

293 21 132148 86% 05% S% +% 

039 1.4 17 * 27% 27% 27% -% 

15 173 & (J ft 

048 ia 20 1477 30% 29% 3D% +% 

3 *e» 44600 45401 +800 
6811528 1498 1518 +28 

040 28 18 198 15% 15% 15% +% 

2352 12% 12% 12% -% 

050 03 10 26% 28% 26% *% 

500 97 11 51% 51% 51% +% 

5152 10% 9% 10 -% 

100 23 30 89B 64% 84% 84% 

28 2485 IS 14% tS +% 

' 32 35% 38 35% 

am Out 13 109 21 2D% 21 

040 24 29 402 18% «% 18% 

048 13 15 4466 38 35% 35% 

142 40 13 78029% 29% 29% 

OJB TA 58 &% 8% 6% 

058 37 1896 6% 6% 6% 

057 05 408 9 8% 8% -% 

030 24 1218 32% 31% 32% +% 

051 1.1 16 161 M4% 4Z% 44% +Z% 

008 95 273 9% 9 8%+% 

160 C3% 3% 3% ■% 

006 02 24 647 32% 32% 32% 

1.12 10 27M68S 108% 107% HS% +1% 
080 IB 1534 48% 37% 37% +% 
325 4% 4% 4% +% 

040 30 84 987 11% 10% 11 

150 50 14 47 28% 28 26 -% 

4315685 56 54% 57% +3% 

080 1.7 23 715 48% 48 48% -% 

OBI 22 2B3 28 27% 20 

138 50 8 418 24% 24% 24% 

008 14 20 487 20% 18% 19% 

1.12 20 17 573uS2% 51% 51% 

182222 13% 13% 13% 

152 20 2913993877% 74% 78% 

209 10 18 349 121 117% 121 +3% 

403 SO 88183973% 72% 73% +1% 
220 118 10 692 16% 18 16% +% 

108 09 5 2982 24% 24% 34% 

7.41 90 13 1375 75% 74% 75 

148 52 10 145 27% 27% 27% 
tOO 55 15 168 18% 18% 18% 

17 251 u% 13% 14% 

108 22 20 17 4B% 49% 49% 

108 20 20 M 49% 49% 49% 

058 20 5703 33% 33% 33% 

12 115 7% 7% 7% 

050 1.7 IS 2045 30% 29% 30% 

044 20 13 104 21% 21% 21% 

12 194 32% 32 32% 

300 70 10 40 43% 42% 43 

13 081 18% 17% 18% 

120 15 IS MIS 83% 81% 82% 

055 10 176147 48% 45 45% 

100 7.7 20 IQ 13% 12% 13 

17 20 29% 29% 23% 


-% 

+% 

♦% 

-% 

5 


+% 

A 

+% 

A 

4 


34% 31% CMS Efl 
114% 98% CMAFs 
87% 75% CPC 
18% 15% on Cap 
54% 41% CSX* 
70% 41 CIS Gap 


-C- 

120 15 14 744 34 33% 34 *% 

5 3ffl 103% 103% 103% 

VB* IS 21 2120 06% 85 05% +% 

056 10 16 48 18% 78% 18% 

104 20 13 3611 32% 50% S% +1% 
072 1.1 14 216 07% 86% 67% 

25% 22% GaUeSMra* 052 10 2l2875u28% 25 28 +3% 
46% 27% OOta 2U79SB 31 39% 30% -% 

26% 21% CKxXCl 040 10 11 654 25% 25% 25% -% 

19%15%QM086 0.16 09 21 406 18% 18% 18% -% 

37% 31% CadSOaqa 1-» 34 151156 35% 35 36% *% 

45 26%CateUJapi 201033 31% 29% 30% -1% 

2%CaME 010 10 15 5% 5% 5% 

. 32 C*ra?Y 26 781 «% 40% 40% -% 

14%l0%CagaBClniO32 23 21 35B 13% 13% 13% 

32% 19% Casyn 040 10 919 ‘ 

35%26%Claqai 028 08 192893 

040 20 51 400 20% 20 20 

077 10 328=7 47% 48% 47% +1% 

127145 % » % 

032 12 33 2884 Z7 26% 28% 

032 10 1311398 31% 30% 31% 

106 73 90 17% 17% 17% 


a 


20% 17 cm* CD 

52% 29% CaxUS 
1 %BnpUJfe 
27% 22% CanPae 
44% 30% Cjpftafin 
18% l4%Cpsd lOO 


31% 30% 30% 
34% 34% 34% 


17% 

25% 19% Caostt Bja 232 06 B 702 24% 23% 24% 
65% 51%C8nH4 010 02 48 1807 68% 57% 58% 

35% 27CX1CO 048 18 16 981 30% 30% 3D% 

35% 23% 01*09 77 158 34% 34% 34% 

39%31%CnaU* 044 1.1 193305 38%. 37% 38% 

39% 32% CaPSL 109 14 14 2678 34% 34% 34% 

45%34%CpnhT* 132 20 13 3B6u45% 45 45% 

17% 12% CanaW O18 1.7 28 1331 15% IS 15% 

17% 15% CtadxN 8 008 50 19 42 18% 16% 16% 

62% 48%Ca no* 020 03 13 1646 59% 58% 59% 

OJB 05 17 288 10% 10% 10% 

182 15% 15% 15% 

99% 73% Cat* IOO 10 13872Bfl1D2% 89% 100% 
42% 27%CDICap 19 254 s43 42% 42% 

200 50 13 S 42% 42% 42% 
060 70 II 1078 10% 10% TO% 
020 05 11 587 40% 39% 40% 

2.12 04 11 132 33% 33 31% 

108 60 12 241 28% 25% 28% 

090 70 8 295011% 11% 11% 


10% SCMAnr 
18% l3%ttaMCk 
" 72% C>9* 

_ 27%cacnp 

42% 35%Ca&rHr 
11% 9%0nEn 
42 33% Centa 
33% 29%CMHtae 
28 24% Cent Lai 
11% 10CMWB 
66% 43% an Mam 
13% lOHCwrWM 
28 18 Cents* 


11% _ . 
078 1.1 25 545 U67 64% 88% +1% 

006 9.1 7 99 11 10% 10% -% 

1.74 04 104613 20% 20% 20% -% 

33l 2 28 1 2CaMiyT1* 037 10 14 7*5 31% M% 30% ♦% 


*2% 29% Caktaf 
20% 13%OwpB«# 
50% 41% 0X8*1 
15% ilVoapma 
7% 4%CtaUta 
110% 84% dam 
1% % QounB 

24% 8% OrkSy 
37% 31 OxaM* 
35%27%0 «m*» 
73 a%Qnmi 
26 20%CMefW| 
18% 12%CUaFtni 
l8%ltf*CMpi* 

8% 4%Qw*W 
45% 38% CUM 
38% 25%0Mdfra 
38% 28%0xyar 
82% 51% CM* 
179%U*%agoa* 

8% 8%0(taHII 
40% s%0h»ptax 
23% ZBAOnoa* 

24 17% QxtSf x 

2% iVCtaptaO 
35% 32CWW 
37 33* 2 Ctan* 
40% 28%Cta£l 
38% 23% area: » 
127% »%ancp 
96% KVOpKiU 

101 gBCMOM 
12% 8% CDnifl A* 
13% BC&bUIB* 
25% 20%C8yNM 
27% 18%G8E 
19% 12CMS4 


25 9684 40 37% 39% +1% 

1314BC 15% d13% 14% -% 

020 <U 1924 49% 48% 48% -% 
020 U 11 228015% IS 15% -% 

65 7% 7 7% 
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042 63 *) 3A 3A 3A A 
151051 174 lA 16tt A 
X 352 3A 34 SA A 

030150 an w% 10 % 104 A 
Torn** 0 is 4 4 4 44 

TnteMB 606 1 A 184 184 -4 


x n 2 % A A -4 
a so A A A 

17 718 «29 2B% art +, T . 

. 171 197 31% SO* 30* 44 
wr 4B4 304 2^304 44 

1.0 a x 13% ra% i A *4 
17B ifi 14 1% A 


ISC 


- A - 

783100 26* 25^2 9 A 
1717 44 44 44 +4 
93866 18 17% lA A 

3430196 33% 31* 324 -A 
48805 33 37* 32* •* 
AddEtaOhOK «' (0 44* 44* 44* 
AddMS OX 185851 48* 4A <A +fi 
AtorLooto 121331 t2* 11% 12* +* 

MrR*B sa A 7* A A 

AdflM® 752 4D* 3A «% +* 

MeoAl 044 111871 23% ZA 2A i« 
Aditalz OOMIOCn 2A 27* 27* -4 
At&pr OX 20 237 37* 35* 37 +4 

Ate ADR IX 121113 68% X* 87% +1% 
ttfldx OBB 15 57 27% 27 Z7 A 

AkCnm 064 14 10 184 184 184 -4 

ABmCkgxQXU 40 39* 39% 39* +% 
AVbszn 1038 lA 9% 10 4% 

AUCta 1H 18 108 21 25% 20% -% 

WOT) 17413 122 1^153 16 

AtadtoC 7 zO 34 34 34 

Alto Bold 30 483 28 2S « 

M 33*1408 51% *T% <7U ^4 
A^tnfzan 121298 5B4 56% 504+lti 
teewor 6 13 lA 1 A 1 A ■% 
AreltottO 721372 26* 25* 25* -rt 
AmSoftte 2T9S u&% 7H A A 
Aur Rt*!« 49 931 14 13* 13* -% 

MMi 08 156286(135* 34% 35% 
Ante* 173S £ 8 * -4 

Ante z 280 9 79 83 84 05+1% 
ARM** 21 3913 23% 22% 224 -ft 
Aregmhc 942060 63* 61ft 63+4 
AKUKkCp 4S 4% 4* 44 +4 
Auakgfc 0 X 22 6* 33* 32% S* 4, 
APtfifSb OK 34 398 38% 34% 35% -1 

AmngeCAre 3B0 10 147 A A A A 
Arete r Cp 237194 Z7 25* 27+1% 
ApognBi 016 10 298 lA 18 lA 
Appttot 2630603 854 6% 65+2* 
AptoC 4827 1A 1 A 1 A +4 

Appfetoeca 007 209412 2A 2A X* +1% 
ArtKDrz 024 24 290 2D lA 19ft +4 
AfcCa OX 14 482(111* 11% 114 -% 

ArgcnsZ 1H 179 25% 23 28 -* 

MtaOb 4748 H7* A A A 

AracM la 0*4 16 270U17% 17% T7% +% 
Arfert 3*6 2ft 2H Si -4 

AundCora 4768283 48* 45* 47* +1ft 
AteCfftl 27 7964 22* 22% 22* +, 1 * 

ASTtarii 473 54 A A +4 
Attm 2B0 15 5 A A A 
Mad 13*3780 Z7% 25* 25% -14 
futSi a 1107 ift IS tS 

Ante OX 673* 38* 38 37% +1% 
Aitote 470 1* 1% 1* +4 

Awndrta 8 115 lA lA 1 A A 


- B- 

beibx on® niAiAiA 

BdorJ 0 06 563 7* A 7% 

Stott. B 040 10 451 17% 17* 17* 
Bd!TF .70 ?H 7% 7% -% 

Btatoc 14 759U2A 25% 2A A 
SaafcmCp OH 12 18 X% 25% 2A -4 
aadmo»xt16T2 119 *4% 44 44 A 
BntoGn 048 18 284 V\ 27% Z7% A 
BretoPd 15 87 38ft 39% 3D% -4 
Basset F 0® 21 635 u29 27% 28% -% 
BbtWw OK 27 TO 25% X 25% +* 
BE Am 341464 a XX* A 

Batata 042 10 38 10% 8% 9% A 
BnBJKiy B 237 13% 13 13* A 
BerttojWR Q® 12 332 S 54% 55 
BKA&p Ol2 16 210 B20 lA lA A 
81 he 25 463 A A 6% 

Btogm 4013SEB 33% 31* 33% +4 
Bond 040 103264 184 17% 17ft +4 
Stock Wg IX 14 101 46% *4% 44% -1* 
aCScte MB354 S% 51*52* +ft 
Bob Ena 032 18 3317 in 5% 15% 15% +4 
B&ototB X IB 22% 21% 21% A 
Bated SB 74 7 A 

BastaiTc 58 z0KB% 29% 28% 
BnyWA 052 20 475 26% 26* ®* 
aacttte ~3»3A3AaA A 
BSBBocpx 100 12 IB 035 34% 35 A 
BuSab 981 A A 84 

BuhteiT 5 2* A 2* 

Bo-tan 30 1928 30fi 29% 30% -14 
ButortBg 048 11 * 36* 36* 36* A 


Cams 

Orton* 

caicp 


A 

♦4 

-4 


A 

A 

A 

A 

A 

+i 


CHdBk 
0*1 Spr 
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CTec 67 23 30% 25% 30% 

CKhuCOSjOZ) 15 T72 14 13% 14 

CamCp 122 8% B% B% 

Ctogm 29 7|J 7S 7fi 

cat Here 1113 M% w% 14% 

17 B A A A 

19 713 48 44 «S +4 

Canon toe 049 X 144 0133131% IS A 
CbrtonCa 037 21 53 43% *3% 43% 

35576 37* X* 32* 

OC 12 20 17% 17% 17% 
aw 21 583 b22% 21% 22% 

5S5 A A A 

19 19 9 A A 

217 8521 36 34 35* 

Qffl 161178031% 30% 31% +ft 

18 16 27 26 26% +% 

» A A 4% 

cnrerl UD 171901 46 47% 48 A 

ante 2285 « sh 54 +4 

ChaddMa 473 14 i4 14 -i 

Oman 77 m it is is 

OtosSTa 71249 lA lA 10% A 

OdraiQp 5748Z3 lA lA lA A 

ante 1 H 18 2® 78% 78* 79% 

CttaCp a®X 716 63 61* 63 A 

CUE OX 19 737 27% Z7* 27% A 

Ct» 15B 571 13%dlA 1 A +1 
CbUrtjS 5302 12 11* lift A 

CtoCOSK 3786m 6 A 6 A 8 «ft +4 

OtaMr 21 1 ft 14 14 A 

amrA 22 zQ 54 94 54 

QzaCOtoBxl® 27 6 ® 47 % 48 46% A 

Cato te n a ffl 1 % 1% 1 % 

COOKS 44 1547 27 26% 26 % A 

Cogna 362*14 32% X 32 A 

Coherent 19 9E 42% 40% 424 +4 
CotoQBB 020 X 208 17* 1 A 17 
CoUGBX 10410 32 21* 20* 21% 

OX IS 923 25* 25% 25% A 
0® 46B 16% 17* 18% +Q 

CnoaSpxaXB 1375 18* 17% IB, 7 . +1% 
(tanCtolsAK 13 403 44% 44% 44% A 
1219 34* 3*4 34% A 
ccteita jo A A A 

Crapmre 1105 H lA 11 A 

Caartare 142 U% 12* 12* 

CMk® 382 A A A A 

OaBato 7 244 15% W* 15 
Conftx USD 196955027% 28 274+lA 
CoplBto 1549 54 5 Sh A 

Crentish 050 10 142 29 Z7% a +1 
Costa 28T77B4 33% X* 35% +4 

COfflkyCp 86464 15* 15 154 A 

DadarB OK X 1883 X 28% a A 
Ooaffedi 189013 16% 15% 15% A 
Granite 14 A 84 54 +4 

Con « 416017% 17 17 -4 

C*H7d 942 84 A A A 

0® 14216 24* 23* 23% A 

SW* 44® A A A -4 


osc cm 

ootanu ox 


Dstecqto 
EtoteWp 100 
Dteta® 020 

OrtEdDBazOX 
Drtdarepa 044 
DeKuto 
°m*f Q37 
Deoa 
EHTieo 
DteU 
og taro 
Qo Sored 
DtSyx 
QtxnCp 
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BD2 X* 
2 102 
138 as 

75 1485 21* 
19 B55 44 

98 A 

SO *96 78 

35 7SB 2B* 
4060712113% 
19 473 50% 
JQ A 
65 TO lA 
4642011* 
45 970 32% 
222 lA 
16 ® 15% 
06 62 53* 


24% Z*rt *4 
102 IK +1 
34 311 A 
19% 21% +1% 
43% 44 +4 
44 A 
73 73% -A 
27% 28* A 
10*112% +3ft 
48% 50% A 

A A 
16% lA 
io% W% 

31% X% 

i& i& 

15% 15% 


A 

A 

A 

A 

A 


52% 534 +4 


DtdnYre 

DoteOax 

Date Ha 

DrecoEng! 

Orentem 

Oref GO 

DreoEnpo 

Dreteuz 

Djrtsh* 


H fh 

BK i T0to te 

17B 9% 
000 32 X85 36% 
072 17 152 13* 
X 1295852% 
142398 17% 
QX1972857 a® 
50 212 4* 
OS 15 745 a 
30 20 37% 


law Hat Oh# 
9 A 
3A34% A 

13% 13* 

51% 52% +1% 
lA 17% *1 
38 39% +1% 

A A +4 

27% 27ft *4 
37% 37% A 


IB 538 64 
57 74* 
020 173710 24% 
978 4ft 
172567 u40 
107 10 20 59% 
324031 31 

i 18 3* 

te 475 19* 
1730 2* 
134 2ft 
2 *2 1% 
028 3917544u37% 
448 A 
X 177«iC9% 
43 3832 13% 
29B A 
1177 11% 
008 261428 28 

18 867 IS* 


A 84 +4 

14% 144 -i 
23% X A 

AAA 

38% ®ft +1A 
se%5B% 

30% X 

A A 

IB* 19% 

U2A 2% 

2 % 2 % 
mi iA 
08% 37 +ft 

6 S A 

28 2B% A 

12% 12% A 
AAA 
«% u% *& 

27% 27% -1 

AAA 


RsrCp 


nntiM 

HBtoA 

Fteafl 

tart Mi 

Mac 

FrtTrtM 

mail 

Raorr 

taw tot 

tadosn 

RHdA 

FoodLB 


Ra&rA 

FrtFH 

Frtltettz 

MaW 

Motel 
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02 ID A 
14 Xuts* 
OK 54 1309 48ft 
1.18 23 13® 79% 
4 1751112% 
SB9 16% 
OLD 172799 «S7 
QB15 22KKB& 
100 17 <273 47% 
1.16 20 7201)46% 
274965 40% 
1® 583 84 
18 9 A 

01314 4635 A 
O131S1B50 B& 
3*19433 lA 

ID 77 A 

0® ® 815 28% 
IX 13 561 35* 
0» 16 2B 55* 
OK 77 SB 25% 


A Sh 

18 16% 

48% 48% ■& 
77% 78* A 

124 m ■& 

15% 1577 -00 
35% 36% +ft 
25% 25* A 
46%47%+lft 
48% 48% A 
38 39% A 

A A 
A A 
A 8B +A 
8ft oft 

15% 15ft 

A A 

27% B 
X%3A 
54 55* 

25% 26% 


■h 

•% 

A 

-4 

+i 

A 


GBApp 

GgKScnrx 


Fto 

Qtote 2000 
8rt0 CD 
GBidBtodx 
Ganta 
fieortte 
Gate* 
Genua toe 
Ganorof 
Ob 

a 


QrtiBkm 


Geodte* 


GreanAP* 


eh cop 
BMYteg 
GprtxxEe 


-fi- 

iar bB* 
087 S 1872- 34* 

8 SB A 

4® % 

21 HI 7 A 

9 368 15% 
04418 X 30% 

11 35 12% 
2774 400 
S 1948 19% 
455 6 

43B 23% 
2267 V. 
15 208 21% 
012 5228 19* 

253 271 5ft 
13® 12% 

« A 
Q« 11 743 u5 
036 13 20 20% 
01617 2I3 b10% 

n 4 

95 A 
0X22 578119% 
162665 X* 


64 A +4 
33* X A 
A 24 -4 
ft % +A 
7A7A 
w% 15 A 
2>% 28% A 
1 A 12 * A 
A A 
1 A 1 A A 

5ft A+H 

22*223 -ft 

A 44 
21 % 21 % 

1A lA A 
4ft 54 -4 
11% 12* A 
AAA 
AAA 
20% 2A A 
AAA 
ft ft 
AAA 

19% 19ft A 
23* 23* -% 


HteteTte 




-H- 

W 23 7 A 

0B4 13 10037% 36% 
000 48T1D3T 66% ©% 
21 2573050% <A 
13 11 11* 11* 

5 X4U1A lA 
2884 lg 1ft 

10 5 A A 
21 1830 K7 26% 
OB 13 19® 20% 20% 
X332D 28% 27% 
05521 342 49% 4A 
020 27 126 14% 1 A 
0® 15 649 2A 28% 

6 B A A 
1X1*16 24% X 

348 A A 
B 2i ifl 


A 

874 
65 A 

so A 

11* a 

15% 

14 +H 
A 

26ft A 
2D* A 

27ft +ft 
48* A 
14% A 
2A 
A A 
«4 -a 
A A 
2 -A 


rasp 

BSMte 


tegttof 


OB 


m uo 

kdteflB 

Trt 

tatotaft 028 


M S3 iA lA lA A 
347 1% 1* 14 
43 27 A A A 

krennogen 840 1ft 1ft 1% 

MMi XI 14% 1 A 44% 

total 1X1965 A A A A 

12 *74 lA 14% MS A 

<812 1 A 12% 12% A 
38 857 12% 11% 12 A 
<0 4 ft 4 
2tmaSDM8% 1<3 146+287 
25563 34 2 ft A A 
279970 18 17% 16 A 
171704 23% 22 % 22 % A 
608 7* A 74 A 
1820 1 ft 1 % 14 +4 
2773 A A 94 A 

tatoreob 121119 A 9 9ft +% 
MlWyQk 15 56 uX 23% 23% 

OB 161X8 21 * 20 % »* +ft 

Rrifetacfo 105 82 U 23ZZX*231* +2% 


- J- 

JSJSrez* a 227015% 151 A A 

Jeooatoc is 304 A 6 A A 

■a t? ia 12 % iA A 
teK 1551111% 11* 11% A 

JotellM 018 5559131)43% 41% 43+1* 
JSBfti 10817 ItB b 45 48 44% A 
XtolX 02214 39 16* 16 lA 
Ml 016153657012% 12% 12% A 


-K- 

KMS 008335 407 1A lA 13ft +ft 
itetelCp 044 a SI 14% 14% 14% A 
a 064 14 1 B( 26 % 26 % 284 -A 
14 268 39* 38% 38% A 
■OA-Th X 8741 48% 45% 474 +1 A 

KtflA 2995 * 8ft 011 

166043 27% H% 27 A 
MetaS 5308 X* 30* 33% A 


8 K E rtft H* laa Cto# 


Ladd Fun 
Lmfbch 
Lancaster x 
Lana# 


Lxertod 

Laencpe 

LdficaS 

UmenPr 


UtoTtfK 

UtoBH 


Unite 


InGhSlk 

UztoStor 

LTXCp 

UNK 


-L- 

032 B 116 lA 17% 
19 17 13ft 13 
137 £703 35% X% 
03215 859 46 43 

096 22 118 1A1A 
32 A 6 
11 203 14% 14% 
27 478 A A 
298380 56 58% 
052 14 192 £5% 25% 
BB 883 5ft 4ft 
0.16 21 53 2B2A 
26 606(20* 15* 

014 18 57 34% 33% 
020 294339 50% 48* 
052 14 50 33% 33% 
148389 23% 22* 
T7 zO 24% X% 

fiM A A 

OX 28 142 51% 5o% 


16 
13 
As 
45% 

19% 

A 
1A 
A A 

57% A 


25% 

4ft 
27% 

«S 

34% 

48% 

33% 

2 ft» A 

24% +% 

8% A 
x% A 


MO tax 006 23335171083 38% 3BH +ft 
ll5Qrt 18 3B 204 20% 20% A 
ttcMx 0® 8 12 Mix 14* 14* 
Itodga 8 ®0 A A B% 

WBK 391158 26 25% 25% 
atecanQ) IX lA 11% 11* 
MtotaDr 32B7X 20* lA 19ft +4 
UtefcdCP 18 63 123110* IX -2 
Iknto&ttAOM 5 M 13% 14 A 
totals 074 18 6K 40% 39ft 40% +ft 
MftfcK 548 A A 4ft -,‘c 

Ikdmtt 27 XX S3* 51% 52% -1% 
IttatbR 032 18 35 b191j 17% 19+1% 

McenreddWO® *2 1215 26* 2A 26* 
Uctottoi ® 18 1249 1 A 1 A 
Mentor CP 010X2840 28% 27% 28ft +4 
Mens 29 9629 7ft 7% ?% +ft 

ItaoctB 1X14 15 585 40ft 38% 40* +* 
003 11 232 10* 'A I®* 

6021 A 2ft 2ft 

52687 A 5 54 +4 
020184739 17* W% 17* A 
162333 lA 17% 17% A 
40 4BaW% 16% 1 A 

i® A A 6 % 
54446® 1244 1X1X4 +3* 
833 14% 13% 14% 

QE 1983 12* 11* 12 A 

029 X sa 38% 37* 38ft +ft 
534 *A <8 48 
OlO 23 281 10* 10 1 A 
2632 13% 12% 13 
Modem CD OX T7 382 d 3% 12* lA 
Modtoe 117x078 13 293 n30 29% 29% 

006 27 B73 X* 33% 34* 

006 29 312 37 36* 37 

403 4ft A A 
Meto*rt$ 028 13 574 26% 2A ZA 
MTS&yez 040 16 817(128% 27* 27% 

X 322 22ft 2A 22% 


i Mr 


Uctt 

UdMM 


rHx 


Itaaedi 

ItdrteTrt 


A 

A 

A 

A 

A 

A 


A 

A 

A 


Nsdgttz 


-N- 

NrebFntex072 11 642 2D% 
MdltatotzOX 32 397u2B% 
NttSUl 013M 263 184 
9 55 17% 
035 33 18 71% 
S6446 20% 
11322*5 334 
151303B 1A 
IK 447 lA 

NngrtCp QM 20 881 11 % 

® lA 

a 0® a 280 54% 
050 25 4536 48ft 
1 15 194 lA 

NtonTu^z 072 2235Bti1% 


Netokten 

Nungen 


WAIT 

Nona 

Meta* 

mu 

nsc cop 

mi. toe 


613553 41% 
17210® 7% 
149894 77 

15 4B 11* 

io a 1 % 
sa 24* 


a*n% A 
27% 2A +i% 
1818ft +ft 
17*17% A 
7171% A 
18% 19% -A 
32 32ft +4 
14% 14ft +4 
18% 19% 

11% 11% A 

18% «%+i% 
53* 5* A 
47% 4A A 
10 lA +4 
5012 51* A 
39* « -1* 
7li 7ft -Eft 
73ft 7A A 

1 A 1 A A 
1 % 1 % 

23* X* +-1 


octet® 

flew* 

OdrikwA 

Otenrtg 


-o- 

17 427 14% 14 
22B05 X* X* 

22 sa t 2 % 11 * 

2D 7043 21 lA 

Ogfc&toNxI® 6Z100 43% 43% 
OhWJx IB 11 14S 41% 39ft 
z IB 16 415 55% 55% 
OUReffiX OK 18 174D41* <1 
Ortmoxp IB 131483 48* 47% 
Ow Price ® 4% 4% 

4557170 849 47% 
30 095 17% 17% 

18 5303101% 29% 
13 544 26% 25* 
76 1540uT2% 11 

3 123 Eft A 
aa 97 68 17% 1 A 
Q50MD 33 14 lA 
OtBrtttz IK 12 418 32 »% 
5016315 72% 69* 


&t> Seat# 

onotBch 

OregHB« 


Ortwp 

QrtdfiA 


14* A 
21% A 
12% A 
20 * + 1 % 
43% 

39ft -a 

55% +% 
41% +% 
46% A 

A 

49+1* 
17% A 
X +1 
25% 

ii* A 
8% A 
ib% -a 

14 

32 +A 
70% -1% 


-P-Q- 

Pecssrz 0® 162649 1)46 44* 46+1* 
PKOrtopxaU 85 44 11% 11% 11* -% 
Pattern 32 :0 78% 78% 78% +1% 
PacHCraB » W E* K* 62* +* 
PeranT 42Z1C 44% 41% 44ft +1ft 
ftgc®4 OX S8 8710 08 30* 38+1% 
05012 4 9% A 9% A 
PanoTri! 15 17 27% 27* 27* A 
tanVtgz 1® IS 113(149% 48* 48* +% 
i 579 K% 2 2 -ft 

pwiMttLxoa a a 19 % ie is* -* 
RopEkkQ Q671811X 24* X 24% 


Perrigo 


fl 032 »2143nB% 33% 38% +1 
14311299 62 48% 51% +* 
22 830 12 11% 12 -ft 
1.1222 25 SO* BO* GO* +% 
FEMUffl 24128® 10% 10* 10% A 

Ptemtar 481136 X 19* 20% ♦% 

tamffcil a 569 14% 13% 13% A 

RoeCpfte STB 6% eft 6ft 

143265 12% 11% 11% A 
PtonoorapzOK 32 7» 25 24% 24* A 

«IW9 012 13 XS 14% 13% 14 A 

nor 28 M2 15% M% 14ft -ft 

PHte 41 19B 22% 21% X% A 

HOTrt 6 2D 5* 5* 5* A 
Plane OK 8 10 18% 19* 19% A 

fact 14 2 15 15 15 A 

ftsCte 318 ft Oh A +A 

PreeUto 02Q 12 793 M% 14% 14ft 

Plate 1731004 9«90% 92 

Mdrt>4 1H093( 23% 22% 22% A 

1G 253 14% 13% 14 A 

03 35 213)01% TDft 70* 
8521493 48 48 48ft -1% 
X 10 39* 39% 39% A 

2220134 40% 39% 38ft A 

191X9)02% X X% -1 
2X4773 66* 03* 66+1% 


fori Opt 


(tort Rad 
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IS 3SS 17% 18* 18% A 

407 2ft 2ft 2% 

025 18 793(03% 32% 33 A 
n»ta osnsixsuc* «i% as A 

RettOta 13775 24* 23% 24ft +ft 


Hostel 

HtfKp 


RepteM 


Resound 

Item 

nftlA.ir.ma 

HuHmcxpr 

KM 


Raft 

RotedNed 

nqdftM 

RPUtnt 

Rswtaft 


n st 

bk b nh Hit law 

19 671 1^1 12% 
IK 15 1867(02% 80% 

2 * 1 * 1 ft 

12819 »% 23% 
3 zO 23% 3% 
672 5% 5* 
IX X 3962 87% 85% 
OK 151484 18% 18% 
012 7 5% 5% 

0861391595 BM 23* 
018 18121811130% 
171826 19% 18% 
« a 12 %ift 2 % 
052 18 832 18% 18ft 
123374 9ft 9 


12% A 
B 2 ft + 1 A 
A 

23ft +A 
29% 

5% 

67* +1* 

18% A 
5% A 
23% 

♦lft 
18* A 
12 * 

18* A 

8 * 


ffltav* 

SatortiB 

Srtto^ 


-s- 

adeeo IK 14 2B45D45A 43% 45% +1* 
SHUSH 040 a 13%dl3% 13% 

sum aa 53 23 is* 14 % 15 A 

SettrtvA 042 18 909 23ft X* 23ft 
SQSyrtm M a 51% X* X* 

SEtas 284 6% 6ft A +A 

SdtacCp 052 21XB ID* 9% 9ft A 

Santa 45B4 1 Oft % A 

IK 6 33% 32% 32% A 

OK 19 IX 22% 22% 22% A 

7 ® 7 7 7 

1.12 10 335 45% <5 45* -* 

83 0919 19% 19 19% A 

567 3* 3iJ 3* +ft 
Sere TECb 2M 5% A 5% 

Scream x 022 18 14 LCD 19 19 A 

Shrttod. 08* 231301 51* 49ft 49% -Ifi 

BTctet- 3X 5* A Sh A 

Banned 17 1095 X 19% a% A 

BcttfeP X 632 »% X X 
SgoMz 025X5387 30% 29% 30% +% 
SgnaDee 38 515 5ft 5, 7 « hi -ft 

saoffie 16 X « 39* 39% A 

Stamp 48 3043 24ft 23% 24ft A 

Stopeonx 0® ID 881 10% 10 10ft -ft 

SateT 10 048 048 048 +05 

SndtoM 3511X100% 69% 59% A 

Sntttdz IDO 14 2484 44! 39% 40% A 
SptagrtA 4B 6% 6* 6* A 

SPMBH 51 1520 10% 9% 0% A 
StPlofic 048 171555(03% 32% 32ft +,>< 
332B119 23* K% 22% 
Stoduks 80T77S6 30% 29% 30,^ +ft 
SUIflBQ 1213 9% 8% 8% +% 

Steel Tec O10 11 14B 10% 10% 10% A 
SkJtdjUSA IB Iftdlft 1ft -ft 

StoWz OK 11 850 19% 19 19% A 

smaa osi 7 ig% is% ia% 

ib * oft a +ft 
Snap* 22 842 24* 23% 24% A 
Ehjter OW X 780 34% 34% X% A 
OX 18 71 15* 15% 15* A 
SuntomoB 0 ® 12 7 X 27% 2B A 

SUimBTs 2633 7% 7h 7ft +i* 

SUM: 2038544 34ft 33* 33% +ft 

MR Tie X 500 X% 30% 31% A 

4826 15% 15ft 15* A 

Simnkc 2BlKBiflDft 19* 20ft +lft 

Sjnrt kv 036 21 147 17% 16* 17% A 

S&itic IX 3D 38* 38% A 

Sp&teft 01D 2103 8% 8% 8ft A 

Sptamto 25 407 25% 24* 24* A 


-T- 

T-OeOSC 10B 1% 1ft 
TJttnPr 052 292685 50 46% 

IBCCp 11 106 8* 7H 
TCACeUe 064X45X035% 34% 
TO BA U853 15ft 14* 

X7194rtXft 30% 
IK 10 111 X 53 
148 2649(137* 32 
Trims® 964 11% 11% 
TritattU 54027 K3* 23* 
Tetebe 47M775 49% 47% 
Teton Cp 001 IX 18* 17% 
Trim Tec X SB 24% 24* 

TMPbWRldia 373358 02 X 
3Com 2756406 46% 43% 

Tl* 1® 5ft 5% 

Utalft 022 X 344 X 23% 
MHO OK 14 225 9* 9* 
77*jcltrxa2B 23 99 60% 59* 
lore Brian 411005 X IB* 
TboMRrii 13 IB 7% 7% 

Topped) OK 5308 3% 3ft 
TrmttttJ 17 4X U1B 15 
Unsceod 338 3% 3% 
Trenrick qb ID 54U3S* 34% 
Tflttto 2554 17 16* 

Tnntm 850 2 1% 

TnrttooBUXI.fO 14 100 20% 20% 
TtangUft 4® 3% 3% 
TyaRMz OlO 270B7B 20% 20* 


1 ft +A 

49% +1% 

7ft A 
35% A 
IBft A 

30ft +ft 
S3* A 
38*+4ft 

11% A 

23% 

48% +ft 
17% 

24% 

Gl% +ft 
46ft +2* 
5% A 


23ft -ft 

A A 
60% A 
iS% A 
A 

3S -A 
15% A 
3% A 
35* 

16% A 
iH A 
20% A 
3% -ft 
20ft A 


X 

unaedS 

Itotegx 

UrttD 

USBaecpx 

USEnanv 

US tab 

US Sexto 

USTH 

UETCap 

UteMad 

Ud Trior 

Urtx 


- U - 

US 19 290 23% 
10 17 22ft 
012 18 138 24% 
240 14 1® 56% 
IX 196735 61% 

a 8 % 

2620842 81% 
IB 2% 
0X 23 135 48 
040 12 1323103% 
on 12 20 11 % 
OK X S3 90% 
ID 48 4% 


-V- 


23 23* 

21% 22ft A 
23* 23% 

55* 55* -ft 

®% x% A 
8 % 8 % 

76% 80ft +8* 

1% 2 A 
47*<7S A 
21 H 22 ft + 1 * 
11 % 11 % 

87% 90% A 

AAA 


totnren* 

023 26 147 22 X 21% 

A 

tagmCel 

1181414 lA 12% 13 


(Men 

OK 9 6ZDu2fi* X X 

+% 

War 

351023 X* 20% 20* 

A 

WmpM 

58 70 11% 11* 11% 

A 


22 910 16% 15* 15ft 

-ft 

VLSTtdi 

37X063 22% 22* 22% 


VUroB 

048 1110 26% 26% 26% 

A 


- w- 



HttgL® 1189 
36 261 
1K154BB72 
NttUAxOSI 101530 
PMQKM 164 
WD-40 248 X 170 

Werner En OlO 18 556 
WttanBdd IH 10 331 
HlripSn 202829 
YMSBrtk 22 983 
llteAnre 413485 
mdi®UQ2B12 19 

wem raa 

tttfeds OS 191838 
WPADR 01022 882 
MpBD^toOK 323432 


20% 20* 20% 
1A11%12* A 

56 54% 55% +1% 
25% X% 25% A 
19% 18% 16% A 

57 S5S8X+124 
20 % 2020 % 

88 % 68 86 A 

38* 38*38% 

30* 29% 29% 

3G* 34* 36% +1* 
12 % 12 * 12 * 
28427% 28 -ft 
W% 18 18% A 
41% 40% 41* A 

X 24% 25% A 


Aura 
ten Cop 
Yrib* 
Yurie fate 


-X-Y-Z- 

341057 52% 50 SO -1% 
194371 13% 13 13* A 

«68 5ft A A -ft 
3986 2D* 10% 20* A 
1413B A A 7% 


ZtottUU 044 187888 30% 28* 28% -1% 
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Euro-currency gathering 

European Union finance ministers 
meet in Luxembourg for the first time 
si ne* the row between the German 
gove rnmen t and the Bundesbank over 
plans to revalue Germany's gold 
reserves and the socialist victory in 
France's elections. Both these events 

may threaten the timetable for a single 
European currency. Ministers will have 
the first opportunity to gauge the 
attitude of Mr Dominique 
Strauss-Kahn, newly-appointed French 
economics minister. They will also 
consider attempts by the European 
Parliament to soften the "stability 
pact” agreed at last December’s Dublin 
summit and afrn«i at enforcing fiscal . 
discipline In the future euro zone. It Is 
due to be ratified at next week’s 
Amsterdam summit. 

Central bankers meet 

The Bank for International Settlements 
(BIS), the umbrella organisation of the 
world's central banks, bolds its a n n u a l 
meeting in Basle, Switzerland, attended 
by central hank governors from more 
than 100 countries. The meeting has no 
formal agenda, but it is almost certain 
to Include European economic and 
monetary onion and the difficulties of 
the Czech and Thai currencies. 
Governors will also discuss capital 
flows and f inancial liberalisation, and 
the challenges posed by emerging 
markets. 

Caviar controls 




Other economic news 

Monday: German retail sales 
in April, to be released some 
time this week, are bound to 
have remained weak, under- 
lining the fragility of the 
economic recovery. The mar- 
kets are looking for a year- 
on-year fall of between l per 
cent and 2 per cent 

Tuesday. French consumer 
confidence in May is expec- 
ted to have been bit by high 
unemployment and the elec- 
tions. The forecast indicator 
score is -32, unchanged from 
April. 

Wednesday: UK unemploy- 
ment in May is forecast to 
have fallen because of the 
strong economy. The mar- 
kets are looking for a drop of 
around 35,000, which should 
reduce the official unemploy- 
ment rate by 0.1 per cent to 
5.8 per cent. 

Thursday. UK retail price 
inflation in May Is likely to 
be little changed from the 
government's 2.5 per cent 
target because of downward 
pressure on food and drinks 
prices and motoring costs. 

Friday: US producer prices 
in May are expected to show 
little upward movement 
because of low energy prices. 
The markets are looking for 
a 0.7 per cent year-on-year 
rise In the headline rate. 


ACROSS 
l Oxford accent (6) 

4 Second drink I have makes 
me frisky (8) 

9 Inform of tiny adjustment 
( 6 ) 

10 Bowlers may hang around 
here, and that’s strange (8) 

12 Furtive sort of hat style (8) 

13 Join a number in this niarw 
( 6 ) 

1$ Bring ship round in river 
(4) 

16 Still lacking subject for 
debate (10) 

19 Reprimanding and allocat- 
ing new duties (7,3) 

20 Solid figure may take root 
(4) 

23 Disciplined for making 
wrong sound (6) 

25 Badly garbled direction to 
raise capital (8) 

27 Unwanted gas-pipes? (8) 

28 An alcoholic drink leads to 
a complaint (6) 

29 Fought against being 
declared redundant (8) 

30 The sound of a seal or swan 
(61 





- - rk, , 





Test of endurance: Tha Le Mans 24-hour motor race takes place next weekend at the famous draft n France 


Mr James Bake*. UN special envoy far 
Western Sahara and farm©: US 
secretary of state, has invited 
representatives of the Moroccan 
government and the Fohsario Front to 
a twoday meeting tn London in a fresh 
bid to end the 20-year-old dispute. Mr 
Baker hopes to start stalled UN plans 
to hold a referendum on the future of 
tha former Spanish colony, delayed by 
a row over who is eligible to vote. 

Blair to meat Chirac 

Mr Tony Blair, the UK prime minister. 
wwHpnwt his round of wyyHn(p with 
European leaders with a trip to Paris 
for talks with Mr Jacques Chirac, the 
French president Top of tha agenda 
will be preparations for the European 
Union summit in Amsterdam later this 
month and the problems feeing the 
timetable for monetary union. Mr Blair 
will be keen to assess the implications 
of the French left's triumph in last 
weekend’s parliamentary elections, 
which will pit a socialist prime 
minister. Mr Lionel Jospin, against the 
cons er v a t iv e president 

FT Survey 

FT Review of Telecommunications 


Public holidays 

Argentina, Hang Kong, Taiwan 


Moves to 
protect 
sturgeon by 
controlling 
trade in caviar, 
a timfteri 
relaxation of 
the ban on 
ivory trade, and 

new curbs on 
timber trade are to be discussed when 
the 138 members of the UN Convention 
an International Trade in Endangered 
Species (Cites) meet in the 
Zimbabwean capital. Harare. More 
than 1,500 participants are expected to 
attend the two-week meeting. The 
liveliest debate is expected to centre on 
plans by three African states 
(Botswana, Namibia and Zimbabwe) to 
sell ivory to Japan to finance elephant 
conservation. 


Japan -China trade talks 

Japan’s trade minister, Mr Shinji Sato, 
will be in China to hold talks with 
leaders on key trade issues and 
Beijing’s bid to join the World Trade 
Organisation. An increasing number of 
Japanese companies are manufacturing 
in China and Mr Sato is expected to 
call for curbs on the activities of 
foreign companies operating in China 
to be eased. 

Macedonian visit 

Mr Kiro Gligorov, president of tire 
Republic of Macedonia, pays a five-day 


state visit to China to boost trade and 
economic ties. Earlier this year, China 
offered Macedonia a humanitarian aid 
package worth Ynlm (about 
US$130,000). The package is aimed at 
reducing the economic burden on 
Macedonia created by Bosnian refugees 
and t he financial loss C3.u sed by an 
economic sanction against Yugoslavia. 
China and Macedonia and signed a 
trade and economic cooperation 
agreement in 1395. 

Balkan co-operation 

Foreign ministers from several Balkan 
countries - Greece. Turkey, Albania, 
Bulgaria, Romania, Serbia, Bosnia and 
-Macedonia - discuss political and 
economic co-operation in the northern 
Greek city of Thessaloniki, which bills 
itself as a business centre for the 
region. The meeting will be the first 
high-level regional gathering since the 
break-up of Yugoslavia in 1991. but will 
not include Slovenia and Croatia, 
which no longer consider themselves 
part of the Balkans. Discussions will 
focus on r*> nfirt<>nra >-h nimtng and 
reducing inter-ethnic tensions as well 
as trade and cross-border projects. 

Indian contest 

India’s ailing Congress Party feces its 
toughest battle in decades today in 
wbat will be its first contested 
presidential election since 1977. Mr 
Shared Pawar, 57, an influential former 
minister, is r unning against Mr 
Sitaram Kesri, 76. the incumbent 
leader. He joins Mr Rajesh Pilot and Mr 
AJL Antulay. both former ministers 
and outspoken critics of Mr Kesri. Mr 
Kesri is expected to win but the fact 
the election is contested is seen as a 
blow to him since he had been seeking 
I consensus for his re-election. 


FT Survey 

Gor man Ranking and F inance 

Public holidays 

Hong Kong, Taiwan 


I TUESDAY 


Currency questions 

Outgoing president of the European 
Monetary Institute, Mr Alexandre 
Lamfelussy, will answer questions 
from MEPs at the European 
parliament’s plenary session In 
Strasbourg, which, like yesterday’s 
ministerial meeting in Luxembourg, 
will be dominated by monetary union. 
MEPs wfll consider reports calling for 
greater democratic control - mainly 
through the parliament itself - over 
the European Monetary Institute and 
future European Central Bank on the 
operational framework for the single 
monetary policy, and on taxation 
policy In the euro zone. 

Import quota move 

rmWa will present its plans for phasing 
out impart quotas on up to 2,500 
consumer goods to the World Trade 
Organisation’s balance of payments 
committee. The move follows heavy 
pressure from the I ntern ational 
Monetary Fund and WTO trading 
partners, which argue that India's 
healthy foreign exchange position 
means it can no longer justify trade 
curbs far balance-af-payments reasons. 
During the two-day meeting India and 
WTO members will try to reach 
agreement on a timetable for scrapping 
the quotas, which apply mainly to 
consumer electronics and textiles. 


Indian vistas 

“Visions of Twin* - through Western 
Eyes”, an auction of paintings of views 
of the sub-continent mainly by 
Eu rope an artists dining two centuries 
of British rule come under the VtaTwmwr 
at Christie's in London today. Among 
the most costly paintings on ofier is * A 
banyan tree at a Shiva Shrine”, painted 
in 1789 by Thomas DanielL which is 
expected to make up to £150.000. In the 
past such scenes were collected nudnly 
by ex-colonials. Now a new gemmation 
of Indian entrepreneurs is buying 
traditional Indian scenes. 


Soccer 

England plays Brazil in the 
Tournament of France, Paris 

FT Surveys 

International Gas, Brazilian Finance 
and Investment 


I WEDNESDAY ill 


Disaster aid call 

The Interna tional Federation of Red 
Cross and Bed Crescent Societies 
publishes its annual World Disasters 
Report, a survey of issues and trends in 
humanitarian relief. The report 
hi g hli ghts the increasingly important 
role of voluntary agencies in the 
delivery of aid and assistance, and calls 
for the development of international 
standards to improve the quality and 
accountability of humanitarian 
operations. The Geneva-based 
federation says 350m people a year will 
be affected by disasters by 2000, a 
figure that could rise to 500m. 


THURSDAY 


Scum One at the Globe 




A replica of 
William 
Shakespeare's 
Globe, the 
theatre in 
which many of 
his plays were 
first performed, 
opens officially 
today on 
London’s Bankside with a special 
performance before the Queen. The 
dream of the American actor, the late 
Sam Wanaxnaker, the Globe has taken 
more than 20 years to complete and has 
cost fwm- Artistic director Mark 
Rylance heads a team of actors which 
this season will be performing Henry V 
and The Winter’s Tale , plus two lesser 
known plays of the late Elizabethan 
period. 

Indonesian car dispute 

A meeting of the World Trade 
Organisation's dispute settlement body 
will hear second requests by Japan and 
the European Union for a dispute panel 
to rule on Indonesia’s “national car” 
policy which they claim runs counter 
to international fair trade rules. 
Indonesia, which blocked earlier panel 
requests, cannot do so again. Once 
establish ed, the panel has about six 
months to report its findings. Under 
the “national cart* programme. 
Indonesia has given favourable tax and 
tariff treatment to cars produced by a 
joint venture involving the youngest 
son of President Suharto and Kia 
Motors of South Korea. 


Boost to Japan's GDP 

Japan is expected to announce 

higber-than -expected gross domestic 
product figures for the fiscal ye:w 
owning March 31. Government officials 
recently said Japan’s real economic 
growth for the fiscal year is 1 Acly to 
exceed the government':; projection or 

315 per cent due to strong economic 
data a key factor was the consumer 
rush In the last fiscal quarter to 
purchase large items, including houses 
and cars, ahead of the April 1 increase 
in sales tax from 3 to G per cent 

FT Survey 

Courier and Express Sen 1 Ices 


WEEKEND 14-15 


Paris takes to the air 

The Paris Air 
Show takes off 
at Le Bourget 
_ on Sunday (to 
Jtoie23). TTie 

attracted more 

f f Y than 1.700 

t , A Hi exhibitors from 

Ml I — countries 
rmrt is expected to be visited by around 
300.000 people. For the first time it will 
be host to national pavilions from 
Brazil and Moldova and to exhibits 
from Lithuania. Thailand and Brazil. 
The Russian Federation and Eastern 
Europe are providing a strung 
presence. The centrepiece of the 
Russian exhibits will be a p.irt of the 
Alpha space station. 

Croatian vote 

Croatia goes to the trolls on Sunday. 
President Franju Tutfrman. who led 
Croatia to independence from 
Yugoslavia in 1991. is widely expected 
to win a second term In the first round 
of voting against the former 
c ommunis t Zdravko Tonne, 
vice-president of the Social Democrat 
party, and Vladu Gotovac, leader of the 
Social Liberals. A second round of 
voting will be held if no candidate 
secures more than 50 per cent. Mr 
Tudjman, 75. was treated for stomarh 
cancer in a US hospital lost year and 
diplomats doubt that he will survive 
another five-year period in office. 

Motor racing 

Le Mans 24-hour race (14-15) and 
Canadian Grand Prix, Montreal, 
Sunday 


Compiled by Bob Vincent 
Fax: (+441 (0)1718733184. 
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ECONOMIC DIARY 


Statistics to be released this week 


■tfir 


Omf 

BBmmud Comity 


. Mon ; UK • J 
dun 9 . ' UK— :. 


‘•KuK 


Tuo Japan 
June. 10 Fiance 


Wed : UK 
, Jun 11 . UK 


Thu • Svrftitnd 
Jun 12 UK - 


. US ' 


• Apr Industrial protection’”' '• ‘ ‘ 

• Apr.m a rutBriuring.aitp^ 

May producer price index Inpur* 

May. prbducer' prfca Index output** 

Q1 industrial capacity utiteation 

May British Bates Corsrtm rut asvey 
Apr machine orders, ex-elec & ship** 

- May 1NSEE household survey 

Apr ax-EU trade balance ’’ , ~ 

Apr motor vehicle sates* 
BOT-Mtettibiehj 7 Ore ~ ~ 

Hedbook T’Jiine 

Apr current account (IMF, NSA)- % 

Apr trade batenos QlWy NSA ) . 
Aprfori^tKirKlhwestiiient; . : 

May unemployment: ' "• 

Apr average earrings ' 

' Apr unit wages three month" 

; Q1 gresa dom estic products 
May raw materi als price index* (adv) 
Ql gras dom estic product* 

MSy retafl price k xtex** 

.Mayretag prtes index «x -MlPS*~ 
Mayretafl sates ■, 

Way ratal safes ex-motor vehicles: 


L320Qbn ' L3A0Gbn 


Y1,050bn 


Frt- ' Norway 
-Jun 13-- Italy 

•: . • 


Ml week ended 2 June 
M2 week ended 2 June 
M3 week ended 2 June 
May monthly M2 
Iritiel claims 7 June 


Apr trade balance, final $1Q9t 

May trade, excluding ships . '• 

Apr Industrial production*! - 05% 

Apr industrial production** nott 4,3% 

May trade balance $2-71 bri 

May producer price index 0.196 

May prod price index ex-tood & energy 0196 
Apr bus i n e ss inventories 02% 

Jun Michigan Sentiment Prefcrirwy 103.0 
May consumer price index praam** 0-9% 

May consumer p rice index preBnri* 0.2% 

Mar current accountt FFrtl 


Just to get 

rid of our cheap 

image. 


U n changed $30bn 


NKfr.2brt 
0.7%. ' . 

- -3.6% j. 
$3£brt 


FFrtl^bn FFr192bn 


During the we 
Spain 


liwdi on imriv 


Spain May re gis tered unemployed 13.4% 13.6% 

NatWnds Apr producer price Index - ' - VS% ■ 22% 

Germany May final cost of living** West ' 1.3% 

Germany May cost of fering- 1.6% 1 A% 

Germany May wholesale price index* 03% : 0.2% 

Japan 01 gross domestic product (SAAR) 4.7% 33%. 

ntft.'^earonyeer.tMssonWyartatad S^Ssa^cajnayStaocimd& Poor’s MtS. 


DOWN 

1 Grew observed in cutter (7) 

2 Order tn an hotel needs to 
be carried out at once 
(2,3,4) 

3 Fifty found out tn the open 
( 6 ) 

5 Scheme for north mountain 
ascent (4) 

6 As an occupant I’d resent 
being put out (8) 

7 Not hi the best of moods. I 
reckon (5) 

8 Objects about the French 
not finishing (7) 

11 Finished, being nothing 
less than painstaking (7) 

14 He’s angry about the ref 
being wrong (7) 

17 Children are given it in dif- 
ferent forms (9) 

18 One may be for it In athlet- 
ics (44) 

19 Ties the rest in knots (7) 

21 Graceful, with a gentle styl- 
fog (7) 

22 Means tt won’t play a prin- 
cipal part (6) 

24 % Introduces us to the girl 
<5> 

26 Small yet troublesome 

inflammation (4) 



WINNERS 9.384: Michael Stiff, Leicester; Mrs M. Roth- 
welL Redditch; Steve Mitchell, Market HarbOrougb; Pau- 
line Wilson, Aylesbury 


MONDAY PRIZE CROSSWORD 

No. 9,396 Set by DANTE 

Stic bottles of Davys Celebration Champagne for the Brst correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post These prizes are available 
only to winners living to England. Scotland and Wales. Winners with 
o ve rs e as addresses will receive a set of silver-plated place warn* 1 bases 
and cards. Solutions by Thursday June 19. marked Monday Crossword 
9396 on the envelope, to the Financial Times. 1 Southwark Bridge, 
Loudon SEl 9HL. Solution on Monday June 23. Please allow 28 days for 
delivery of prizes. 


Solution 9.384 


gsnioaa QQEDannB 
a h □ o 
aatnaas aonanonn 
□ □aOBBEEJ 
nnomaQaa qqqsqb 
b 0 □ □ a n □ 
□ana GflnrjnnQBnB 

„ 0 0 0 DOS 
0011111 SQQ00S3 DBOn 

a □ 0 0 S 0 E 
□asana onasiaQDCj 
aaaHQnan 
aansaana annana 
ra a a o 0 (3 b 
aaamgnisa BonBeni 
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